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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF KINGS 

„ _ — — «, « _ w _ — .. „ ^ ^ ^ •• „ — _ _ •«*■» «_ M ' 1 
CLYDE ANDERSON and MAXINE ANDERSON; SUSAN JANE^ 
CUE; SHELDON GARBER; EILEEN GLUSSI and 
GIOACCHINO GLUSSI, 


K 


-against - 


PLAINTIFFS, 
Index No. 42821/>7 


FORTUNE BRANDS, INC., f/k/a AMERICAN BRANDS, 
INC. ,r.XH? AMERICAN TOBACCO COMPANY, LORILLARD 
TOBAQ^j^OMPANY, HILIP MORRIS INCORPORATED, 
PHILIP MORRIS COMPANIES, INC., R.J.R. NABISCO, 
INC . ,#%;*% . REYNOLDS TOBACCO. COMPANY, LIGGETT 
GROURSKitWC. , n/k/a BROOKE GROUP, LTD., LIGGETT 
& MYERS TOBACCO COMPANY, BROWN & WILLIAMSON 
INDUSTRIES, INC., BROWN & WILLIAMSON TOBACCO 
PORATION, THE TOBACCO INSTITUTE, INC., and . 
IE COUNCIL FOR TOBACCO RESEARCHED.S.A., INC., 






DEFENDANTS. 

■.X 


“X 


DATE: APRIL 27, 2000 

TIME: 11:35 A.M. 




EXAMINATION BEFORE TRIAL of the 
Defendant, R.J, REYNOLDS TOBACCO COMPANY, by 
a witness, STEPHEN R. STRAWSBURG, taken by the 
Plaintiffs, pursuant to a Court Order by the 
Honorable Justice Herbert Kramer, held at the 


23 offices of Jones, Day, Reavis & Pogue, Esqs., 

24 599 Lexington Avenue, New York, New York 10022, 

25 before a Notary Public of the State of New York. 
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FINZ & FINZ, ESQS, 

Attorneys for, the Plaintiffs 
100 Jericho Quadrangle 
Jericho, New York 11753 
BY: JOSEPH HUBICKI, ESQ. 


JONES, DAY, REAVIS & POGUE, ESQS. 

Attorneys for the Defendants 
R.J. REYNOLDS TOBACCO COMPANY 
and R.J.R. NABISCO, INC. 

599 Lexington Avenue 
New York, New York 10022 
BY; EDWARD C. SCHMIDT, ESQ. 

- and - 

BY: GEOFF BEACH, ESQ. 




^WINSTON & STRAWN, ESQS. 

\ Attorneys for the Defendants 

PHILIP MORRIS, INCORPORATED and 
PHILIP MORRIS COMPANIES, INC. 
200 Park Avenue 



New 
BY : 


York, New York 10166-4193 
HAYLEY A. ROSENMAN, ESQ. 
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GREENBERG TRAURIG, 

A Partnership of Limited Liability Entities 
Attorneys for the Defendants 
LORILLARD, INC., and 
LORILLARD TOBACCO COMPANY 
200 Park Avenue 

New York, New York 10166 

BY: ROBERT J. KIRSRENBERG, ESQ. 
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rCH^DBOURNE & PARKE, LLP 

r ' Attorneys for the Defendants 

. ■<■■■• BROWN & WILLIAMSON, INC., and 

BROWN Sc WILLIAMSON TOBACCO 
.4 30 Rockefeller Plaza 

New York, New York 10012 
k BY: RYAN A. MCDONALD, ESQ. 
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4 


STIPULAT IONS 




IT IS HEREBY STIPULATED AND AGREED by and 
between the attorneys for the respective.parties 
herein that the sealing, filing and certification 
of the within examination before trial be waived; 
that t objections except as to form are reserved 
to the time of trial. 


T IS FURTHER STIPULATED AND AGREED that the 


transftipt may be signed before any Notary Public 
fiyth |ybe same force and effect as if signed before 


a clerk or a Judge of the court. 


"iT^IS FURTHER STIPULATED AND AGREED that the 


examination before trial may be utilized for all 

: j 

purpopis as provided by the CPLR. 

ttT IS FURTHER STIPULATED AND AGREED that all 
rights provided to all parties by the CPLR cannot 
be deemed waived and the appropriate sections of 
the CPLR shall be controlling with respect hereto. 

IT IS FURTHER STIPULATED AND AGREED by and 
between the attorneys for the respective parties 
hereto that a copy of this examination shall be 
furnished, without charge, to the attorneys 
representing the witness testifying herein. 
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STEPHEN R, STRAW SBURG, called as 
a witness, having been first duly sworn by a Notary 
Public of the State of New York, was examined and 
testified as follows: 

EXAMINATION BY 
MR. llilBtaEsCKI : 

Please state your name for the record. 
Stephen R. Strawsburg. 



1"1 

12 

13 

a. 

14 
/ 15 

1 6 

' 17 

18 

) 


PERSONAL/CONFIDENTIAL MATERIAL REDACTED 




Good morning, Mr. Strawsburg. My 
name if Joseph Hubicki- I represent a number 
of pljajfntiffs in this litigation. 


“A 


I am going to be asking you some 


questions this morning. If for any reason you do 

fH ’ 

not understand a question I am asking, just please 


f 19 

let 

met 

|«%0 ; 

21 

for 

you 

22 


A. 

23 


Q. 

24 


A. 

25 


Q. 


Do you understand that? 

Yes, sir. 

Have you ever been deposed before? 
No, sir. 

Have you ever given trial testimony 
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STRAWSBURG 


2 

before? 

3 

A. 

J \ 4 

Q. 

5 

| 

5 . ! 6 

A. 

7 

a 

K 

;c . 

9 

»v. 

10 

l n. 

■: 11 

<2* 



pi 

lipre than 

# 

13 

p 

J \ . 

*5 

North ^; 

^ ^ -ijv.wsv.v.-v^ 

16 

b- 

17 

r.i . 

CO 

t¥“ 

“ X, 

I». .. 4 

yes, sir. 

< ,X9 

Q • 

s^2 10 

going to 

21 

A, 

22 

of town. 

23 

Q. 

24 

A. ' 

25 

Street, Wj 

DIAMOND 

REPORTING 


No, sir. 


PERSONAL/CONFIDENTIAL MATERIAL REDACTED 


Are you currently employed? 

Yes, I am, sir. 1 

Who is your employer? 

R.J. Reynolds Tobacco Company. 

Does R.J. Reynolds Tobacco Company have 
me office? 

There is an office in Winston Salem 
ina, where I work, 401 North Main Street 

If you know, is that the main office? 

That is the corporate headquarters, 

I am sorry if I cut you off. You were 
y something else? 

We have manufacturing facilities north 
, by an office, that is what you mean. 

I am interested in the main office. 

The main office is 401 North Main 
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STRAWSBURG 


Q. You work out of that office? 

A. Yes, I do. 

Q. What is your,current position with 

R.J. Reynolds Tobacco Company? 

A. I am a vice president of public issues. 

Q. What currently are your duties and 

responsibilities, as you understand them, as 
vice president of public issues? 

, Did you ask me what are they? 

; 0. ( Yes, what are they? 

IS S A. My duties are as follows: My primary 

duty fi fi to execute, develop, implement our youth 
nonsmoking programs now, that the corporation has 
had In place for a number of years, and to continue 
the dpivelopment and evolution of those programs. 

In addition, I do have some 


_ duties related to local government relations 


19 and what I call economic development advocacy 
i in the community; for instance, our company's 

21 representative on the Winston Salem Chamber of 

22 Commerce Board of Directors. So, I do do some 

23 activities in that area as well. 

24 Q• When did you first receive the title of 

25 a vice president of public issues? 
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STRAWSBURG 
A. Spiring of 1999. 

Q. What you described previously, have 

those been been your duties and responsibilities, 
as you understood them, since that time or have 
they changed? 


A. Since the spring of 1999? 

sG • Yes. 

A. The duties I articulated to you a 

question or two ago is what I have been doing. 

PPP When did you first start with 
Reynolds Tobacco Company? 

A I believe it was July of 1978. 

Q ^ What was your job title or job 

S* { 

description at that time, when you started? 

pMT I started as a marketing assistant in, 
I believe we call it, the brand management 


department. 


Q. Can you tell me what your highest level 

of education is? 

A. I have received a master of management 

degree from the Kellog Graduate School of 

Management at Northwestern University. 

Q. When did you receive that degree? 

A. The spring of 1978. 
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Q. 

Master's 
study in 
A. 


, n. 

under 


STRAWSBURG 

As part of that program leading to 
Degree, did you take any courses or do 
the area of marketing? 

Yes, I did. 

What was your major focus, as you 
d it, in getting your Master’s Degree? 


your 

any 



busily 
of tl 


that you 


Could you clarify the question for 
Can you tell me which areas of 
For instance, marketing may be one 
but were there other areas of manageme 
studied in obtaining your Master's 


me 


nt 


? 


Degress 


A. Yes, there were. We studied finance, 

we studied accounting, I believe we studied cost 
accounting, we studied marketing. What I would 

consider to be a general course or general business 

1 

management courses would be the course of study 
at Kellog School. 

Q. what other degrees do you have? 

A. I have a Bachelor of Arts degree 

from Washington and Lee University in Lexington, 
Virginia, that I received in the spring of 1976. 

I graduated from high school in 1972 from Oakwood 
High School in Dayton, Ohio. Oakwood is .a suburb 


DIAMOND 
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STRAWSBURG 


just south of Dayton, Ohio. 


The Bachelor of Arts degree, what area 




was that received in? 


A, Economics. What they call the major, 

my major was economics. 

O'. Since receiving your Master's Degree, 

other^'-th^n on the job experience, have you had 
any formal training, any other kind of formal 

training in either business or in management 

> 

or in :|aiiketing? 

hi ^ 

A. I have attended some seminars over the 


years! some in-house seminars, some out-of-house 
semi nars.,. 


'SVWW.V.V.'.S'i- 

p. Wx Can you tell me, in general, what was 

1 • 

the sp^ect matter of those seminars? 

^ Of the ones I can recall right now, 

there was one at a place called The Center For 
Creative Leadership in, I believe the address 
would be Greensboro, North Carolina. The subject 
matter there was leadership and creativity in 
leadership style and management style. There were 
some in-house seminars on--I think there might have 
been one on management for objectives or managing 
by objectives. There might have been one on. 
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STRAWSBURG 


I think there might have been one I attended on, 
like, decision tree analysis, how to use decision 
trees, I am not sure. Then I did attend a seminar 
a long time ago that I believe was put on by 
the American Marketing Association, that was 

on advertising in general, advertising and 

I 

marketing in general. 

Those are the ones I can recall right 


this 'second. 

io - Is there a dif 

Overt i sing and marketing? 

I 


Q 


In my opinion, 
Can you explai 


difference is, your unders 

1 1 


ference between 

yes, there is. 
n to me what the 
tandihg of it. 


pi, s? I will give you my understanding. 

Marketing is the process by which 

J ■ 

companies, marketing departments, if you will, 
go about identifying the wants of consumers. 

In the case of R.J. Reynolds, that would be 
adult smokers. It is a process of identifying 
the wants of consumers and then developing or 
designing characteristics of the product that 
you are offering for sale to those consumers, 
developing, designing those characteristics of 
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STRAWSBURG 

that product that would meet the wants of the 
consumers. So, in my opinion, marketing is a 
process and a discipline that involves all facets 
of the product; that includes the price of the 
product, the physical features of the product, 
the promotions, if you will, of the product and 
what .is galled the placement of the product, which 
is how it is available, made available to the 
consumer. One of the professors at Northwestern 
characterized it as the four Ps. 

Marketing, in my opinion, is a process 
'as I tave described to you. 

i - 

g. When you say "the four Ps," the price, 

the promotion, the placement-- 

ir Price, promotion, placement and 
product. 

Advertising is a method of 
communication with consumers wherein the product 
characteristics are described and presented to the 
consumer. Advertising takes mapy forms. It can 
be done on television or seen on television; it can 
be done and seen on radio or heard, I should say, 
on radio; it can be done and seen on billboards or 
outdoor signage It can be done in the form of what 
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is often called magazine advertising or newspaper 
advertising. So advertising, in my opinion, 
obviously comes in a variety of forms, but my 
view of advertising is that it is a method of 
communication with the consumer. 

That is the distinction in my mind 
between'^arketing and advertising, as you asked 
the question. 

Q. Going back to your description of the 

facetls of marketing, when you talk about promotion, 

^ ...I ] 

s^at does promotion entail, in your mind? 

In the context that I was speaking in? 

Q. Let's be more specific here. 

sg , 

yiw .V.V--VO 

In the context of marketing a brand 
such as Salem, what is promotion, what is your 
understanding of promotion? 

A. My understanding of promotion in 

the context of marketing a brand such as Salem, 
and, actually, as well as in the context of how I 
answered the question earlier, the promotion, in 
that sense, was things like advertising, couponing, 
price off, specific tactics or a set of tactics 
associated with presenting the product to the 
consumer. When I mentioned the four Ps earlier. 
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STRAWSBURG 

sir, at Northwestern, when we talked about the 
"P" under promotion, it included advertising, 
it included promotion, consumer promotions, it 
included coupons, those sorts of things. So my 
understanding of that, when you talked about Salei 
or aebci' me about Salem, is I would include those 
similar things. 

Q. When you said developing the 

charic^sristice of the product, what are you 
referring to when you say "the characteristics 
a&jf the product " ? 

Specifically we are talking about 
marketing of cigarettes. I know that is your 

AWWW.W 

background. I don't want in general about the 
characteristics of any product. I am talking 
about the characteristics of a cigarette 


product. 


A. So-- 

Q. I will rephrase the question. 

MR. HUBICKI: Withdraw the last 

question. 

Q. In terms of marketing of cigarettes, 

when you said before developing the characteristics 
of the product, which characteristics were you 
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referring to? 

MR. SCHMIDT: Can I ask, are we talking 

over any time span? I am not sure what you 
are asking. Are you asking as a primer on 
what one does in marketing to develop the 
acteristics of a product? 

MR. HUBICKI: No. I am asking the 

characteristics of cigarettes. In other 
the product I am concerned about 
is cigarettes. 

L ' i 

MR. SCHMIDT: I understand that, 

•but for example, Mr. Strawsburg is not a 
scientist, so he has been identified for 
bh.lf case, in the unlikely event you ever 
get ;:: punitive damages, to testify about the 
l^olu^h nonmarketing activities. He has some 
background in this, so I am not objecting to 
it as a discovery deposition, but when you 
talk about this, for example, my assumption is 
that you are interested in a host of different 
characteristics that this man, I assume, has 
no background in on a marketing basis. When 
you talk about characteristics, for example, 
it is such a broad category,- for example, the 
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STRAWSBURG 

types of tobacco, what is contained within 
it. I think there has to be either some time 
specificity or some subject matter specificity 
unless we are sort of looking for a primer on 
this issue. 

MR. HUBICKI: Let me clarify 

jF 

f«pfK« thing. He was identified, the witness 

; ? Jj 

r was identified as a fact witness in this 

. I understand he was a brand manager 
ffx Salem. I don't know for what subject 
Scatter or what basis he is being offered. 


1 


If you are saying his testimony is 


going to be limited to his experience in the 

kGHJErent position, he is not going to talk at 

5 \ 

|a^l about marketing of Salem-- 

= I 4 MR, SCHMIDT: That is what I am telling 
you, that is what I am telling you here, 

MR. HUBICKI: If we put that 

stipulation on the record now, that he 
will not talk about marketing of Salem 
at all at trial-- 

MR. SCHMIDT: I think that is clearly 

stated. This witness would only be identified 
or would only be called to testify at trial in 


LD 

ro 


G5 

tn 
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STRAWSBURG 

the event you would get the punitive damages 
on the youth nonmarketing activities, which 
is his responsibility or at least part of 
his responsibility now, and to the extent 
you would cover issues related to master 
s~et t lement . 

This witness--if you never get punitive 
damages, this man is not here to testify about 
any work with any specific products, including 
lialem. I put it that way to the extent his 

, Vi 

activities cross brands, but he is not dealing 
brand issues now, he is dealing with 

■ S ' x 

fftnyouth smoking activities, such as the 
jRight Decisions Right Now program, with 

ch I assume you have or might have some. 

lb, i 

familiarity. But he is not here, if you do 

it—, 

not get the punitive damages, which I assume 
is the case, but that is just me, this man 
will not be testifying at trial. So he is 
not called for that purpose. To the extent 


that can give you some help, I wouldn't 
expect him to testify about that. 

MR. HUBICKI: Off the record. 

(Whereupon, an off the record 


c n 

M 


\o 

<S> 

tn 

tn 
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STRAWSBURG 

discussion was held.) 

MR. HUBICKIi My understanding from 
speaking with counsel is that this witness 
will only be called if there is a punitive 
damages stage of the trial and the subject 
'ft tjBtefej :er of his testimony would be regarding his 
■■eusfent areas of duties and responsibilities 
of the company and any other matters bearing 
ot^the issue of punitive damages. 

MR. SCHMIDT t I think that is fairly 

A 

jg^ated with respect to Clyde Anderson. If 
would be different with respect to any 

ot^r case, you will be notified or you would 

; 

|getP the opportunity to depose him otherwise. 


just not aware of the status or 
^^edural posture of any other litigation 
in New York, other than the Anderson matter, 
so I cannot comment on that. 

Q. Mr. Strawsburg, when you started in 

July of 1978 as a marketing assistant in the brand 
management department, can you tell me what your 
duties and responsibilities were at that time? 

A. I believe, at that time, I was assigned 

to the new brands area. My duties would have 
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STRAWSBURG 

included probably budget administration, assisting 
in the development of marketing materials for the 
evaluation of new products, new cigarette products, 
general duties of a marketing assistant in that 
regard. An assistant assists a brand manager and 
so works under the direction of a brand manager 
and w,ou 1 d do what the brand manager asks. 

Q- How long did you hold that position 

with Lh<|ee duties? 

£,^ Approximately-- 

As a marketing assistant in the brand 


'mahagtfftrit department. 

l 

A. ^ I was a marketing assistant in the 
brand|jm£nagement department, I believe, for 


appro 


tely 20 to 22 months, somewhere 


in th^fange 


Q. During that time, were you assisting 

one brand manager or more than one brand manager? 

A. I believe I assisted at least three. 

There may have been more, but I believe at least 
three. 

Q. Each of these brand managers were 

assigned to a specific brand? 

A. Yes. 
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21 
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Q. Do you recall which brands the brand 

managers you worked with as a marketing assistant, 
which brands they worked? 

A. One was a new brand assignment, which I 

mentioned earlier. 

Q. That new brand, did it have some kind 

pv- 

of a fcode or some name or something? 

■A*. ^ The assignment lasted one month and I 
can't recall. There was a code, but I can't recall 

what ilt was for that one month assignment. 

• ’’$ 

Q* ' Was that new brand actually ever 

$ 

brought to market? 

A. I don't believe it was. 

:b. What other brands? 

pl, I believe I worked on the Winston 

brand or elements of the Winston brand. I believe 
during that time period, I worked on the Salem 
brand. Those are the two 1 remember, sometime 
during that time period. 

Q. During that time, who was the brand 

manager for Salem? 

A. 1 believe the brand manager was a 

gentleman by the name of Mr. Holley. 

Q. How do you spell that? 
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y % 4 

t i 


$ %o 


A. My best estimate on how to spell it 

would be H-O-L-L-E-Y. 

MR. HUBICKl! Off the record. 

{Whereupon, ah off the record 
discussion was held.) 

MR. SCHMIDT: I am happy to put on 

"the record that, again, as I have stated, 

Mr. Strawsburg has been identified simply 
4|,oiP the potential for punitive damages phase 
nor the Anderson litigation. If counsel would 
3 . decide in some other litigation that he would 
nlei him as a fact witness on some other 
s^bject area, the existence of this deposition 
i^wauld not be used as the basis to preclude 
"th -i-t deposition. 

p, MR. HUBICKl: Thank you, I appreciate 


^ 15 

Lwocu 1 d 

16 

‘‘that* 


j — 


< 

* 1 

^.8^ 

4 8 

that. 

r 


19 

Q. 


Q. While you were the marketing assistant 

in the brand management department, when you first 
started, other than Winston and Salem and this new 
brand that you described, were there any other , 
brands you worked on? 

A. There may have been. From the 

time period of 1978 until 1982, I was a marketing 
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assistant and then an assistant marketing manager, 
which is just a different level of assistant, 
during that time period, I worked on Salem, 
Winston, two new brand assignments. I think 
that was it. The reason I am stating that is 
to try to answer the question fully, which is, I 
don't remember the exact date of the assignment, 
but over that total time period I just mentioned 
to you, '78 to '82, I worked on that set of brands 
0. Vou said you held this position or thi 

jtle.^of marketing assistant for approximately 22 
Ivonth#. That would bring us up to, approximately 
the middle of 1980 or so? 


f. " 


Somewhere in that range. 

If you know more specifically, fine., 
but what %/as your next job title? 

A. Assistant marketing manager or, 

actually, I think it was called assistant 



brand manager. 

■ I 


21 

Q. What 

22 

responsibilities 

23 

manager? 

24 

A. Very 

25 

You are still at 
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STRAWSBURG 

to a brand manager and would do basically what the 
brand manager asked you to do relative to it could 
be budget administration, it could be assisting 
in the development of advertising, it could be 
assisting in the development of adult consumer 
prom 61 i.o n s , adult smoker promotions, those types 

w 

of a< 5 ,.tiv x ities . 

How long did you hold that position? 
Until approximately mid 1984. 

What was the next position you held? 
Brand manager. 

Were you assigned to a specific brand? 

I was assigned to the More brand. 

How long were you the brand manager for 
the ^Mttfbrand? 



17 

18 

» f» 

T2 0 


From approximately mid 1982 to 
approximately mid 1984. 

Q. You said you were an assistant brand 

manager from mid 1980 until what time? 


2 1 

A, 

About mid 1982. 

22 

Q. 

Then from mid 1982 until-- 

23 

A. 

Approximately mid 1984. 

24 

Q. 

Then did you continue to be 

2 5 

manager 

after that? 
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PERSONAL/CONFIDENTIAL MATERIAL REDACTED 


21 

22 

23 

24 

25 


Q- 


Which brand were you senior brand 


manager ior? 

?A . Salem. 

■Q . Was there more than one brand manager 

for Spletp at that time? During the time you were 
senidr brand manager for Salem, were there other 
lanagers for Salem? 

< I believe I was the only one. 

0. , What I am getting at, you were the 

senio£,..,.i?rand manager. WaB there like a junior 


brandlager or a generic brand manager for 

SaleaTY^ 

A. Not to my recollection, during the time 

period that you indicated, 1984 to 1987. 

Q. Did there come a time that your job 

title or duties and responsibilities changed 
after sometime in 1987? 

A. In mid 1987 or thereabouts, I was named 

a director of new product technologies with the 
R.J. Reynolds Tobacco Development Corporation. 
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Q. The R.J. Reynolds Development 

Corporation, at that time, were their offices 
located in a different location? 

A. The offices of the company that you 

mentioned, R.J. Reynolds Tobacco Development 

K 

Corporation, were located in Winston Salem, 
North Carolina, in a different building. 

%.* What were your duties and 
responsibilities as director of new 
prodded at R.J. Reynolds Development 

sssfp 4 

A. My duties included assisting in the 


identification and development of potential new 

WwA\wiW.'N^ 

prod i^cjts' for R.J. Reynolds Tobacco Development 
Corporation. I also assisted to some degree in 

i 

efforts to make product modifications or understand 

I V 

product modifications that consumers wanted, adult 
consumers wanted relative to the Premier cigarette, 
which was in development at the time I joined that 
organization. 

Q. How long did you hold that position 

with those responsibilities? 

A. Summer of 1989, approximately the 

summer of 1989. 
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STRAWSBURG 

Q. What was the next position that you 

held? 

A. My next position was senior director 

brand business units, beginning in 1989, the summer 
of *89, approximately, for the Vantage, More and 
NOW 

fQ.,- What were your duties and 

responsibilities in that position? 

; X 

pi- 1 My duties and responsibilities included 

overseeing a group of brand managers and--over that 

Iff 

pi®^ai time period, a group of brand managers and 

^ % • 

assistants, as well as a dotted line reporting 

relationship with other functional areas, such as 

.^•(4 

f inanjcjeu^ account ing , research and development. We 

worked-my duties were to oversee and help guide 

i 

and assist that total brand business unit team in 

p... :.i 

its marketing process and activities for the three 
brands that I mentioned earlier. 

Q. How long did you hold that position 

with those responsibilities? 

A. I was the what we call the business 

unit head on Vantage, More and Now through the 
time period of approximately mid 1995. 

Q • What was your next job title or job 
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PERSONAL/CONFIDENTIAL MATERIAL REDACTED 


0- ' Can you describe for me what your 

duties and responsibilities were as vice president 
for bran.^ business units? 

,A. ‘ Essentially the same duties I described 


to ycpr~^arlier. My title changed, but my essential 


d not. 

What was the next position that you 


duties jtlr 
Q 

held? 

A. In approximately mid 1995, I was named 

senior director in the public affairs department of 
the--which is a subdepartment, if you will, of the 
external relations department of R.J. Reynolds 
Tobacco Company. 

Q. After the period that you were the 
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director of new product development with the 
R.J. Reynolds Development Corp., in your next 
position as business unit head or senior director 
of brand business unit, w&re you. back now with 
R.J. Reynolds Tobacco; is that correct? 

'A v . Yes, sir. Beginning in 1989, 

P" 

I rejfoiri^d R.J. Reynolds Tobacco Company. 

I believe I stated, in the midsummer, 
approximately, mid 1989. 

0. Are you aware of what the corporate 

^relationship was between R.J. Reynolds Development 
Corp. and R.J. Reynolds Tobacco Company at that 
time, fti terms of whether it was a subsidiary 

£ h 

or whether it was a completely independent 

: | 

organ^^ion or do you have any understanding 

i i 

about^^t that was, what the corporate 
structure was for that organization? 

A. I really don't have a clear 

understanding of the very specific 
relationship. 

Q. was it your understanding, though, at 

that time, you were being paid by the R.J. Reynolds 
Development Corp., during that time you were the 
director of new product development, rather than 


\ 
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STRAWSBURG 

R.J. Reynolds Tobacco Company, just on the face 
of where the money was coming from? 

A. My answer to the question is, I 

believe, my recollection'is that the paycheck 
I received probably said R.J. Reynolds Tobacco 

Development Corp., but that the money must have 

pp 

come rem R.J. Reynolds Tobacco Company because at 

*’ **>N 

some point in time, I don't believe R.J. Reynolds 
Toba^c^ Development Corp. had revenues. 

Do you know whether R.J. Reynolds 
m^vefopment Corp. still is in existence? 
pfi.. I do not know. 

Q. When you assumed your duty as senior 

director of brand business units from that time 

: ^ 

forwai^^'did you ever have any more dealings with 


l^ssa 

IrS T 


R.J. Reynolds Development Corp.? 


A. No, I don't believe I did. 

Q. When you were at R.J. Reynolds 
Development Corp., who did you report to? 

MR. SCHMIDT: Just so it is clear, is 

it R.J. Reynolds Tobacco Development corp.? 
THE WITNESS: I believe it is 

R. J. Reynolds Tobacco Development Corp. 

Q. When you were at R.J, Reynolds Tobacco 
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STRAWSBURG 

Development Corp., who did you report to? 

A. Mr. Richard Kampe. 

Q. What was his position? 

A. I believe he was an executive 

vice president I don't recall exactly, but 
I believe it was approximately that level. 

# Can you tell me approximately, how 
many employees in total R.J. Reynolds Tobacco 
Deve^pi^nt Corp. had at that time? 

I can give you an estimate. I think it 
approximately a thousand to twelve hundred, 

’somewhere in that range. 

imi 

Q. : > Can you tell me what your duties and 
respcymxbilities were as the senior director of the 
public, affairs department during the time that you 
held r t”hat position? 

A. I had a variety of duties and 

responsibilities. 

I conducted research among adults 
relative to public issues surrounding the company 
and the tobacco industry. I conducted or assisted 
in development of polling on those same issues, 
working with an outside firm, research firm, 

I then transitioned into working on 
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some local government relations activities. By- 
local, sir, what I mean is Forsyth County, where 
our company is headquartered, Forsyth County, 
North Carolina, working, interfacing with local 
government officials in that county and a few of 

K. 


the surrounding counties, such as Stokes, Surry, 
Yadkin That is my definition of local, for 
clarification. 

§ 5 As I also mentioned, 1 have done 

some o% what I refer to as economic development 

<p»1 !:!»§ 

advocacy work, wherein, for instance, I represent 

: ah , J „ . 

our company on the Winston Salem Chamber Board of 

Directory. I am a member of the Board of Directors 

and r^epjresent our company in an organization called 

the i^fedriont Triad Partnership, which is a regional 

econolnic development effort. So those are examples 

IjSSKKKK 5 

of some of my duties there. I represent the 
company on those types of boards. I also represent 
the company on the Forsyth Technical College 
Foundation Board, Forsyth County Technical 
College Board. 

During that time period, I then- -during 
the time period I was senior director of public 
affairs, public issues, I also assisted in some of 
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STRAWSBURG 

the conceptual development of potential advertising 
in support of the tobacco company’s position on 
various public issues. 

May I clarify? 

Q • Sure. 

■R. When I said tobacco company, I meant 

| 

R.J. 'Reynolds Tobacco Company. 

. Anything else? 

A. Yes. 

1&P In early 1999, I am going to best 

^eEtim|te, the February, March time period, 
somewfherll in there, I was asked to assume 

I ■ ' 

responsibility for the youth nonsmoking programs 

that Reynolds Tobacco Company had been 

. % . . 

conductipg for a long period of time. So, 

I assumed that responsibility in early 1999. 

0. What you have been describing were your 

duties and responsibilities as senior director of 
public affairs, is that correct, from mid 1995? 


21 A. Yes. 

22 Q. Did there come a time that your job 

23 title or job description changed? 

24 A. 

„ : PERSONAL/CONFIDENTIAL MATERIAL REDACTED 

2 5 1 
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PERSONAL/CONFIDENTIAL MATERIAL REDACTED 


Q- I know you said in general before 

what your duties and responsibilities were as 
vice president of public 'issues, but can you tell 
me more specifically what your present duties and 
respcnsabilities are? 

p- 

■A. Yes. 

w. Let me ask you this, have you continued 


to do y-te activities that you described earlier in 

your "pPIvious position? 

!«« 

Yes. Let me explain what I do now as 

’vice president of public issues. 

t: 

As 1 believe I indicated earlier, 

VAWI 

I am responsible for the continued development, 
evolution, execution of our youth nonsmoking 
progrlihiG at R.J. Reynolds Tobacco Company, I also 
have some additional duties, subsidiary duties, if 
you will, related to local government relations and 
economic development advocacy. Those are the three 
basic areas that I work in and I am involved in 
since the spring of '99, as vice president of 
public issues, as I indicated earlier. 

Q. You have mentioned the term "public 

affairs" and "public issues" in your previous 
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STRAWSBURG 

responses. 

Can you just tell me, what are the 
public issues that you have worked on since 
199 5? 

A. The public issues I have worked on? 

^3. Yes . 

fA. As I mentioned earlier, I did 

some polling work and some consumer research. 

The included gathering information from 

adults about a variety of issues that affected 

I j 

t.tobacco company. To give you examples would 

^ ‘ ... 

be, public issues such as the allegations that the 
tobacco companies had added nicotine to products; 
allegations that the tobacco companies or our 

tobacco company had marketed products to youth;. 

.* 

and other similar allegations that were in the 
public eye during that time period. 

Q. what other issues are you referring to 

when you say "were in the public eye"? 

A. There was a host of issues at the 

time. We asked questions about should people 
have the right to smoke or not, whether or not-- 
we asked questions relative to people's--adults' 
perceptions of the environmental tobacco issue 
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STRAWSBURG 

and controversy. Those are two examples I can 
recall. 

Q. What you are talking about is the 

consumer research, the polling work you had 


done? 


a''. Yes, I am. 

In addition, during that time period. 


sir, -1 "worked in support of the Eclipse brand, 
which looking at being reintroduced, and 

I assisted in the development of some public 
|faij|§ type programs to potentially support 
that .reintroduction, 

MR. SCHMIDT: Can I clarify one thing? 

pL^a^sume what you talked about in the last 

- Jl 

k*£ig>le of answers is during the time period 
pif'qr to being in your present job title now, 


in '99? 

THE WITNESS; Yes. 

MR. SCHMIDT: Just so it is clear,; 

these are prior? 

THE WITNESS; Yes. 

Q- I am talking about your activities as 

a senior director in the public affairs department 
between mid '95 and the spring of '99. 
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What I am interested in is the 
identification of the public issues that you were 
working on. what were those issues? Which issues 
were you doing research on and which issues were 
you working on? That is what I am asking. 

A. Is that your question? 

I©. That is my question. 

A. I articulated to you earlier we 

did polling. The polling asked questions on a 
nurabeAl issues. The ones I am able to recall 
ln^Cfht now included youth nonsmoking issues, which 
was controversial, a subject of controversy in the 
public erye; environmental tobacco smoke issues, 

I belL,fVLe; I believe I mentioned the allegations 
that cigarette companies had spiked tobacco with 
nicotine was an issue that was investigated. We 


would ask-- 


MR. SCHMIDT: Hang on. I do not mind 


the identification of issues, but it seems to 
me, beyond that, we get into questions--not 
only a question of relevancy of it, but First 
Amendment protections of Noerr-Pennington, any 
details of what we did. I don't see how that 
relates to this litigation, to be perfectly 
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STRAWSBURG 

candid with you. To the extent he has 
identified some of the topics that seemed 
to be out in the public at the time, that 
the company had a legitimate interest in, 
that is fine, but the details of what we 
I don't think is appropriate for 

p < 

etovery. 

MR. HUBICKIs At this juncture, what I 
am asking for is the subject area. 

MR. SCHMIDT: That is what I assumed it 
was limited to. 

MR. HUBICKI: At this point, I am 



16 

17 ’ 


asking about subject matter. 

if 4 

i£Lw. x You also mentioned consumer research. 
Was dNSSise consumer research, other than the polling 
work you described? 


MR. SCHMIDT: I have to tell you, I 

19 don’t mind--at least I did not object, whether 

^0 I minded or not, the question as to the topic 

| &XKSK$ 

I 21 areas that seemed to be in the public eye, but 

22 I don't understand where this is going to lead 

j 23 us. I am very concerned it runs afoul or 

24 starts to run afoul of the Noerr-Pennington 

25 protection and position and its company's 
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First Amendment rights to speak on various 
issues. 

I have no reason to believe it is 
a legitimate subject of discovery. He has 
identified a number of topics that have been 


;he public eye or otherwise over the years. 


K 

am going to instruct him not to answer 

W*.■* 

r as to details of what we did. 

H MR. HUBICKIi I am not asking for 

lies tails. 

MR. SCHMIDT: I thought the question 

5 

ifted off with regard to research. 


iS 


MR. HUBICKI: You said the witness 


Identified they did consumer research. What 
^"lant to know is what are the topics. What 
lere the public issues, as director of public 
issues, what were the public issues he worked 
on, that is what I am asking. 

MR. SCHMIDT: If there are other 

topics, other than what you have identified. 
You identified a number of topics, the 
questions of nicotine, the questions of 
advertising, marketing, I don’t recall the 
specific language, and one or two others. 


DIAMOND REPORTING -718-624-7200- 16 Court St., B’klyn, NY 

http://legacyJibrary.ucsf.ecfiiiliiddtei()vf^fi04s«El*/w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0566 






1 


STRAWSBURG 


2 

The 

3 

c . ■ 4 

YOU 

5 

to o 

kv. 6 

A. 

b 7 

generally 



8 

as tqp4„cs 

9 

ask about 

10 

of sirioWt 

i 

we wculd 

i2 

piSporoeed 

# 


13 . 

such ;as r 

* 

!>»a5 

r 

and opi|4 


NVWwft 

; X 5 


b 

i 


termaWf-' 

# ■ 


■^“1 7 

Q • i 

f f 

that cons 

19 

A. 

20 

Q. 

21 

consumer 

22 

A, 

23 

assisted 

24 

capacity 

25 

some rese 

DIAMOND 

REPORTING 


The details of what we did I am going 
>ject to. 

There are other topics that I 
recall or what I would characterize 


That is as many as I can recall in 
topic areas right now, sir. 

The consumer research you referred to, 
isted of polling work? 

Primarily polling work. 

Were there any other methods of 
research that you used? 

I mentioned to you earlier that I 
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STRAWSBURG 

nature of focus groups. 

Q. Can you just describe for me what was 

the concept behind the Eclipse brand? 

If you understand my question. I can 
rephrase it if you do not understand it. 

a'. I don't understand your question, sir. 

fQ. u , What was the Eclipse brand in terms of, 

how was it different from other brands that were 

being jaalrketed by R.J. Reynolds? What were the 

si 


characteristics of the Eclipse brand in terms 
marketing? 

: ~ MR. SCHMIDT: I ask the question be 

" if 

read back. 

U Again, I don't see how this relates to 

putiitive damages. Eclipse is in the market 
ttmay. I think a lot of this is publicly 
available information as to what is behind the 
Eclipse brand. I don't see how it relates to 
this witness' proffered testimony on punitive 
damages. 

Let's read back the question. 

MR. HUBICKI: For one thing, counsel, I 

do not have any proffer of testimony. All I 
have is a name. I am not sure what the 
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STRAWSBURG 
subject matter is. 

MR. SCHMIDT: That Is not quite 
fair. I said what this witness would 
testify to relates aS to his presently 
existing duties on youth nonsmoking activities 
and the Implications of the master settlement 
agreement on that, I think that was on the 
record earlier, if not once, twice or three 
8 « 

' Read back the question. 

(Whereupon, the Reporter read back the 

| 

referred to question.) 

1 

MR. SCHMIDT: I don't think this 


wXtiiess has testified he is involved. 

' i 

a 

I believe Davis Townsend was deposed 
a couple of weeks ago, I don't know if you 
deposed Dr. Townsend or not, on Eclipse, but 
I assume he is the person who would have much 
greater expertise on Eclipse. 

This is not an area Mr, Strawsburg 
would have any--this would not be the subject 
of any potential testimony in the event you 
would ever get to punitive damages. 

MR. HUBICKI: I will withdraw my last 
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STRAWSBURG 

question and make it a little more clear. 

Q. What was your understanding of the. 

public affairs or public issues aspect of the 
reintroduction of the Eclipse brand? 

A. That is a broad question so my answer 

will te necessarily broad. 

My understanding was that the Eclipse 
brand, bicause it had--it was different in some 


J 12 


I 16 


the amq 


ways other cigarettes relative to things like 

the amqtlht of secondhand smoke that was created, 

ly&at it might require clarification as to some 1 

i . ■ 

of thtijc attributes in a public affairs sense. 
Eclipse is a cigarette and in that regard, it was, 
from p^public affairs standpoint, similar to the 

■ J 

issued that surrounded our other cigarettes, but 

it did |have some unique attributes that I think, 

£ 

from a public affairs standpoint, we felt may need 
some further clarification or explanation to the 


public. 


sir? 


(Whereupon, a short recess was taken.) 
Are you an officer of the corporation. 


I am an officer of the R.J. Reynolds 


Tobacco Company. 
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Q. Can you tell me when, in which position 

you became an officer? 

A. I guess I would have been an officer 

twice, once when I was the vice president in brand 
business units that I mentioned to you earlier and 
again.:.i»; my current position as vice president of 



Who do you report to at 
Andrew J. Schindler. 
What is his job title? 


He is president, CEO of 



Tobacco Company 


this time? 


R.J. Reynolds 


Q, Are you on the Board of Directors of 

the company? 


*v! # 

No, I 

: c-| 

r v! 

Do you 

A. 

Yes, I 

Q. 

Do you 

in pharmacology? 

A. 

NO . 

<2 • 

Do you 

field? 


A. 

No . 

Q . 

Do you 


am not, sir. 

own stock in the company? 
do. 

have any training or expertise 


have any experience in that 


have any training or experience 
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2 in the fields of chemistry? 

3 A. No, other than a high school course in 

\ 4 chemis try. 

5 Q. Do you have any training or experience 

6 or expertise in the field of epidemiology? 

7 X. No, not really. 

3 ^ Do you have any training or expertise 

9 in the areas of biostatistics? 

10 pL. a NO. 

■ r|j ■ Do you have any training or expertise 

thp issue of addiction? 

ft'. ' i No . 

Q. > Do you have any training or expertise 

in th e.ar ea °f smoking cessation or programs 

related to smoking cessation? 

A. 5 ■ I have experience in programs related 
to smoking prevention, youth smoking prevention, 
as I mentioned to you earlier. I am trying to 
become--to gain an understanding of various youth 

21 smoking cessation programs that may exist out 

22 there. But I wouldn't, to answer the question, 

23 I wouldn't characterize that as training or 

24 expertise at this point. 

25 Q. Do you have any training or expertise 
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STRAWSBURG 
in cigarette design? 

A. Not really. 

So I can add to that, I am not a 
chemist. I am not--I am not a member of the 
research and development department, so I don't 
consider myself an expert in that area. 

: ' 0. Have you ever had any dealings with 

The Council For Tobacco Research? 

% .,«' No, sir. 

I 

Q* Have you ever had any dealings with 

... . . 

Tobacco Institute? 

A. No, sir, not directly. 

C*F » Indirectly, can you describe for me 




^4 


what-L-„ 


^ - 


Indirectly in this Way, sir, 
the We ^Card Coalition, of which I am a member. 

’ Actually it is The Coalition For Responsible 
Tobacco Retailing, which is the We Card program 
that you may have heard of, which is a program 
designed to improve retailers' compliance with the 
minimum age laws relative to tobacco sales in the 
states. That was part of The Tobacco Institute 
or in The Tobacco Institute. To the degree that 
it was transitioned out of The Tobacco Institute 
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STRAWSBURG 

and into what is now a separate organization, I 
didn't have any direct dealings with The Tobacco 
Institute. In fact, I think it had been dissolved 
by the time I joined the -We Card Coalition, but 
there may have been some indirect dealings in 
the that I was participating in the 

p- 

coal 4t i on . 

Can I add a clarification? When I said 
L "coalition" at the end, I meant Coalition 
knsible Tobacco Retailing. 

That is the extent of your involvement 
ect involvement with The Tobacco Institute? 
To the best of my knowledge, yes, it 

% 

You mentioned part of your duties 
as the^senior director of public affairs, public 
issues was conceptual development of potential ads 
relating to public issues relating to tobacco or 
o r.j. Reynolds. 

Can you tell me what the subject matter 
of those ads were? 

MR. SCHMIDT: Can you tell me how that 

relates to this, to this litigation or his 
proffer of testimony on punitive damages? 


15 

is, sir. 

VVVV.WMA 

16 

1 ■ 

jo* 

17 ' 

as tho i 

18 

issues wi 

19 

.<> 

relating 

30 

relating 
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STRAWSBURG 

MR. HUBICKI: Again, I don't know 
what the proffer is going to be. 

Again, he is working on public issues 
and I am just asking-him what the subject 
matter was. 

* MR. SCHMIDT: I thought we covered 

t.ha^ . If you are asking this witness now to 

$ 

go hack and identify if there were public 
abatements that this company made on any 
lilies- - 

MR. HUBICKI: I am not asking for 

statements. I am asking for the subject 

It " , 

rn itcer. 

MR. KIRSHENBERG: I am involved in 

lyiese litigations on the Anderson case. 

^ You did not notice the deposition of 

this witness as a corporate representative 
months ago, when those types of depositions 
were occurring. 

The only reason you have this witness 
is because the judge allowed fact depositions 
with respect to those witnesses that were 
identified by either side as testifying 
at the trial. 
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4 8 



When we have taken some of 
the witness' deposition, as nominated by 
plaintiffs, those have been directed solely 
to their relationships with Clyde and the 
subject matter of what they are going to 
talk about at trial. 

He already identified and essentially 
you have an agreement on the record, as I 
Understand, that the witness would be offered 
-only with respect to punitive damages. 

Plainly, in the past few weeks, 
when we inquired beyond the subject matter 
oh^he testimony for those people nominated 
plaintiffs. we have not been permitted 
|to go down that route. 

Now, really, this is certainly beyond 
that which, as I understand, the witness has 
been nominated for. 

MR. HUBICKI: I am not quite sure I 

understand what the objection is. 

If I have a witness who is going to 
testify, I am entitled to find out what his 
background is. If he is being presented here 
as involved in public affairs, public issues, 
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STRAWSBURG 

I want to know what it is he has been working 
on, so I can assess, to some degree, what he 
is going to say with respect to the subject 
areas that he is going to testify to. 

MR. SCHMIDT: That is fairly stated. I 

said any number of times what he is going 
gto^estify to is about the youth nonsmoking 
•programs, the Right Decisions Right Now, 

Hiaimaster settlement agreement. He has 
li<piltified the We Card program as being part 
scope of responsibilities. I have no 
ffSllem with that. We have been here for an 
hemp and a half and we have not gotten into 
jajjy^of those yet. 

^ Other issues, I just do not see how w 

N> 

thlr^, one, relate to the litigation, as I 

i, ' «*?§ 

understand it and, two, they are certainly 
not a subject that he is going to testify 
to. 

MR. HUBICKI: I still do not understand 

what the objection is. X cannot see how this 
is not relevant. I am trying to find out what 
his background is and what it is he has been 
working on and what the basis is--when I get 


V£> 

O 

Ol 
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STRAWSBURG 

to that area, what the basis is going to be 
for what he is going to talk about in terms 
of antiyouth-- 

MR. SCHMIDT: -'Fine with me. If you 
want to know what he is going to talk about 
ah vo the youth nonsmoking programs and what 
pontes from that, but we have been on it now 
fox an hour and a half and we have not talked 
l^sout that or those related subject matters, 
spend the time on the rest of this I view 
ewhat of a waste of time, I do not mean 
be pejorative in Baying that. We have not 


ye||^talked about, except in the broad basis 

of what his scope of responsibilities have 

■ > 

since the spring of last year, what the 

kss 

cubject matter of his testimony is expected 
to be . 

Again, I am not trying to short-circuit 
you. We are trying to get out in time to 
catch 3:30 planes. To do that, we have been 
available all day. I understand other issues 
came out that postponed the beginning of the 
deposition, but I think in fairness to the 
witness, you ought to be asking questions that 
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somehow relate to the scope of 
be proferred to testify to, in 
event you ever get .to punitive 


what he would 
the unlikely 
damages. 


MR. HUBICKI: : I think the jury is 
entitled to know who he is, what he has been 
? working on, what his background is, and what 
he is talking about when we start questioning 
: him and I should not be surprised about that 
j»r4:rial. 


MR. SCHMIDT: He has not talked about 
public issues from 1995 to 1999. What he is 
.going to testify to is what I told you he is 
gpi-ng to testify to. 

.v.v.v.v., I will not let this witness testify 

about formulations of the company's positions 

;06 public issues. 

‘‘■Jrttt, 

MR. HUBICKI: That is not what I am 

asking. 


Q. The question is, what was the subject 

matter of the ads? When you said you worked on the 
conceptual development of potential ads on public 
issues related to tobacco or to R.J. Reynolds, 
what was the subject matter of those potential 
ads? 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'klyn, NY 

http://legacy.library.ucsf.e^U3(ticKte|®in?iMI(9cl^w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0579 




52 



12 


,13 


3 4 


# 15 
p #6 

§ 

t4 ; 8 

•5SJ ^ 

3.9 

* ^0 

21 

22 

23 

24 
2 5 


STRAWSBURQ 

(Whereupon, the witness and his 
attorney conferred.) 

MR. HUBICKI: Counsel, it is not proper 
to be instructing the witness when there is a 
question pending. 

MR. SCHMIDT: Frankly, I would think 

that would be my job, to instruct the witness. 

MR. HUBICKI: Mot when there is a 
»»«tion pending. There is a question pending 
there is nothing that bears on any kind of 
privilege that I can think of, so I just ask 
■that you allow this deposition to go forward. 

MR. SCHMIDT: I am not going to let 

9° forward on this subject. So either 
piolk another subject or I am happy to call the 
|ugLge and ask him. I have tried to give you 
a fair amount of leeway on this; we have tried 
to be accommodating. I am happy to call the 
judge and ask him if this is a fair topic of 
discussion with this witness. Otherwise, I 
strongly suggest we move on, 

MR. HUBICKI: I don't think the judge 

is there, but let's give him a call. 

Counsel, you cannot be telling me you 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'klyn, NY 

http://legacy.library.ucsf.e^U3(ticKte|®iT^Dacy4s»el^w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0580 




53 



! 

! 


1 


2 


3 





4 


5 


6 


7 



V 

215 

16 

117 


i g 
' 2'0 

21 

22 

23 

24 

25 


STRAWSBURG 

are going to put this witness on the stand, and 
you are not going to talk to the jury about 
who he is, what he has done, where he comes 
from, his responsibilities at the company. 

He is just going to come up there and you 
Wr« going to say, this is Mr. Strawsburg, 

:js going to talk about youth marketing 
and nothing else? You will not give them 
gsFiy background or tell them who this person 
is? I am entitled to ask what he has been 
dorng in the past five years, what his 
I'kpertise is, and what he has been doing 
t.ha,t is going to provide the basis for his 
knowledge on these issues that he is going 

S; * 

to fa1k about. 

f" | "j For me to ask what the topics were that 
he was working on and for you to say you are 
going to block this deposition is really not 
right. 

MR. SCHMIDT: We have gone through an 

hour and a half of what his background has 
been, on a host of different subjects. 

what I am objecting to now is a line 
of questioning relating to advertising or. 
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STRAWSBURG 

if you will, positions that the company either 
has taken or thought of taking with respect to 
public issues. That is the line to which I am 
objecting. 

We spent an hour and a half going 
ove£■ his background, so don't tell me I am 

p* 

pbb,j%cting to background, because 1 am not. 

You have it, it is there. 

J 

|i It is this line to which I am 

gbjecting, because I think the company's 

development of positions on public issues is 

pi I 

i'an area of free speech that is protected, that 

is .not a subject of discovery. If the judge 

•P * 

.VW.TOiVffi 

is-ays I am wrong, if he is gone and next week 
you want to bring him back, we will deal with 

t hat. 

We have identified the topic areas that 
this witness is prepared to testify to and I 
strongly suggest we get to that, that is all 
I am saying. 

Q. I am asking for the topics of the 

potential ads. I am not asking ‘for the content at 
this time. I am asking what the topics were of the 
potential ads that you worked on relating to public 
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STRAWSBURG 

issues when you were the senior director of public 
affairs. 

MR. SCHMIDT:. Again, you are talking 
about potential ads,'which could encompass a 

bunch of different topics. I don't see how it 

K, , 

■ Sj^ fctee to the litigation. 

On a public position that we are 
entitled to take, if it is an ad of the 
p&osi^any, it is an ad of the company, but I 
pRpnF|t know how it relates to this litigation, 
is not something that this witness would be 


|>rej|ared to to testify to, other than by way 
o^background, other than by way of what I 
^«.ou^d envision is a reasonably quick 
l^cicground as presented to a jury. 

Is* -g £ 

s ' MR. HUBICKI: Read back the question. 

(Whereupon, the Reporter read back the 
referred to question.) 

MR. SCHMIDT: I instruct you not to 

answer. 

MR. HUBICKI: Let’s see if there is 
anybody at the court. 

(Whereupon, Mr. Hubicki called the 

Court.) 
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STRAWS BURG 

MR. HUBXCKI: There is no one there. I 

know the judge is on vacation, but I thought 
we could get the law secretary. 

You are instructing the witness not to 

answer? 

MR. SCHMIDT: I did. 

MR. HUBICKI: On the grounds, I 

‘suppose--I don't know what the grounds 


10 


r are, 



il 



I am going to move on. 


% 




12 


0 ■ 

As vice president for public 

issues 


# {gMt 



13 

and 

prior 

t 

to that, as senior director of 

public 

f | 4 

affairs, were you familiar with the R.J. 

Reynolds 

I 5 

Tobacco-Company's positions on questions 

relating 

1 6 

to s 

mfewfig 

and health? 


S3 

1 7 



Generally familiar, yes. 




Q. 

Do you know what R. O’- Reynolds Tobacco 


Company's position is on whether smoking causes 
lung cancer? 

A. My understanding of the company's 

position is that smoking entails significant and 
inherent health risks, that there is universal 
awareness of those risks and that smoking may 
cause certain diseases in some individuals. 
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STRAWSBURG 

Q. Are you familiar with R.J. Reynolds 

Tobacco Company's position on whether cigarette 
smoking is addictive? 

A. My understanding of the company's 

position is that in the common today usage of the 
term "^addiction, •' as understood by the average man 
to m^an^'ery difficult to quit, that in the sense 
of that terminology, that definition, if you will, 
then yc^, the company would say it is addictive. 

1 My understanding is, also, the company 

■ . • 

Id^er net believe that cigarettes are addictive 
in the same sense as heroin or cocaine might 


be considered addictive or, let me say, are 


■85S * 

V.V.S-.'.X 


considered addictive. 


Different only in the sense that heroin 


^ 10 

19 


or cocaine produce intoxication? 


MR. SCHMIDT: I think this witness has 

testified he is not an expert with respect to 


* 20 


addiction. 


MR. HUBICKI: I am only asking him 

to relate, if he knows, what R.J. Reynolds' 
position is. I am not asking his own opinion 
or his own thoughts about this. I acknowledge 
that he has said he is not an expert. Only 
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STRAWSBURG 

to the extent he is someone who is a senior 
officer with respect to public issues, whethe 
he knows what R.J. Reynolds' position is, 
that'sail. 

Q- I can repeat the question, if you 






want ^ 

p| Nj • 

sA. - s Please, 

5 '• ^ 

MR. HUBICKIs Read back the last 
' S tion. 

(Whereupon, the Reporter read back the 
referred to question,.} 

rQ When you said the position of the 

company fs that it does not believe that cigarette 
smoki|ng, i.B addictive in the sense that heroin 
or is considered addictive, what, if 

you know, is the company's position as to why 

h" v '% 

heroin and cocaine would be different in terms 
of characterization as addictive? 

A. I really don't know the answer to that 

question. 

MR. HUBICKI: Off the record. ^ 

H* 


(Whereupon, an off the record 
discussion was held.) 

Q. During the time that you were brand 


Vl 

00 

CT\ 
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manager for Salem, were there different brand 

styles for Salem? 

If you don't understand my question, 
please let me know. 

A. If fairness to you, I was senior brand 

tnanalfrrJon Salem. 

Duly noted. 

i There were, in my experience, during 
that i ti.period, which was, I believe, mid ' 84 to 
mid '^7,i 1984 to 1987, there were different brand 

.... ._.l 

jgj& yle.si of Salem available during that time period. 

What were the different brand styles? 
To the best of my recollection, there 


I ■ 


§ I 


was a Salem King Size style that came in a soft 


pack th^t would be about an 85-millimeter product, 
there^^its. There was a Salem 100-millimeter 
style in'a soft pack, Salem regular. There was a 
Salem Lights 85 style in a soft pack. There was a 
Salem Lights 100s style in a soft pack. There was 
a Salem Box style in regular that was available, 
if I recall correctly, only in Philadelphia for a 
period of time. I am not sure on the time frame on 
this, but my best estimate is sometime during that 
time frame of '84 to '87, there may have been a 
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60 


brand style called Salem Custom Case available, 
which I believe was 100-millimeter style in a box 
packaging configuration, it may have been available 
during that time period; ■: 

Those are the brand styles that I 

recall', 

— I am sorry, excuse me, Salem Ultra 

Lights, 85-millimeter soft pack style and Salem 
Ultra Li^ht 100s, soft pack style, were available. 




All of these were menthol, I assume? 


*3888 < 

ern^is always menthol; is that correct? 


The styles I mentioned were menthol 


yes, sir. 


Are you familiar at all with the 

: '} 

histo|e^^f the introduction of the Salem brand, 
just generally, in terms of when it was introduced? 
A, I am broadly familiar with it. 

It was introduced in the mid 1950s. 

My recollection is that it was one of the first, 
if not the first filtered mentholated cigarettes 
on the market. There might have been one before 
it, but I don’t recall exactly. The Salem Lights 
brand styles were introduced in the mid 1970s. 

Allow me to back up. I believe the 
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STRAWSBURG 

first brand style introduced in the mid 1950s 
was Salem King Size. I believe a box style was 
available sometime around that time as well. There 
was a Salem 100s regular brand style introduced, I 
believe, in the 1960s, I don’t recall the specific 
datey’Jasj^t I believe it was in the 19 6 0s. Then the 
Salem Lights 85 soft pack and Salem Lights 100s 
soft ? pa<4 styles were introduced, I believe, in 
the nUd 3.970s, I would say in the 1975 to 1978 time 

frame, somewhere within those parameters, plus or 

J : * 

nypus a year. The Salem Ultra Lights brand styles 

i i 4 

I ’recall^ being introduced, I believe it was, in 

the earrly 1980s, perhaps the 1981, 1982 time frame, 

It,.1*4 

maybe 19 8 0. I mentioned earlier the Salem custom 
case,p^tch I believe was available in the, I want 
to sayV'the mid 1980s, during that ’84 to '87 time 
period. I am sorry, I can't recall the exact date 
or time that would have been made available. The 
brand, as far as I know, exists with those brand 
styles, as well as there is a, I believe there is a 
box brand style available now that comes in a what 
is called a slide pack configuration. Going back 
to the beginning, since the introduction of the 
Salem brand, I think it was in 1956, there have 
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STRAWSBURG 

probably been several packaging changes in terms 

of the graphics of the packaging and there have 

1 

been any number of different advertising campaigns 
over that time period. ■: 

Q. You distinguished between lights 

and ul£p4 lights; is that correct? There is a 
distinction between lights and ultra lights? 

A. Yes. They have different names and 

they ^avd different tar levels. The lights have 

tar levels in--to be honest with you, I don't know 

0 

Vhat the tar levels are now, but in the time period 
that I worked on the brand, in the mid ‘80s, I 
believe the lights tar levels were in the 10 to 

11 , 9 4 Jki,.pd of range and that the ultra lights 

I • 

tar ip rfs were in the 4 to 5 range. 

what about the nicotine levels? 

A. My recollection is that the FTC 

reported nicotine levels for the lights would have 
been somewhere around .9 to 1.0 or 1.1 and that the 
ultra lights would have been in the range of .4, .5 

range. Ycu can go back to the FTC reports, which 
are public documents, to get the exact numbers 
for the time periods. 

Q. Just tell me, if you know, do you 
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know how it is that R.J. Reynolds designs the light 
brand to have a nicotine level of l.i or .9, what 
the design characteristics are that make it have 
that nicotine level, if you know. 

MR. SCHMIDT: This witness is not being 

^r# : f fared - -I think he already testified, he 
gis'^ot an expert, he is not a design person, 
nhose people have been deposed, I think they 
been deposed earlier in this litigation. 

iPPiPlink Dr. Townsend, who was deposed sometime 

' IsJiii 

Wsi ? j|^thin the last few weeks, I assume was either 




or there was the opportunity to ask him 


thofjie questions. I object to this witness 
answering that. 

; i I strongly suggest We get onto the 

ai^eas that he is going to testify to, what I 

l H . 

said he was going to testify to, what he has 
been proffered to testify to. 

I will tell you not to answer those 
questions. 

Either get on to something that is 
relevant or we don't. I am happy to take it 
to the judge, but we have been here now for 
two hours and have yet to talk about the youth 
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STRAWSBURG 

nonsmoking or MSA or We Card programs. 

MR. HUBICKI: Unfortunately, the judge 
is not there to make‘rulings on this. 

MR. SCHMIDT: : If we have to come back- 

MR. HUBICKI: The question is yes 

K 

jiilfO/ does he know. How that impacts on 
parching is--I really do not understand 


the ^objection. 

i 

MR. SCHMIDT: That is fine, you do 
;jiQt >need to. I do. I will defend it to the 

purt. This witness is not here for that 

li i i 

purpose, to talk about the cigarette design 
or how it comes about. 

^NIMVMAV 


1 


MR. HUBICKI: I am only asking if he 


NHS knowledge, that is what I am asking 

n i 

about. I am not asking him to testify 

.| 

about any*- 

MR. SCHMIDT: Let's back to the 
question. 

(Whereupon, the Reporter read back the 
referred to question.) 

MR. HUBICKI: That is my question, do 
you know. 

MR. SCHMIDT: This witness is not 
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STRAWSBURG 

here to testify about cigarette design. 

I ask him not to testify about the subject 
matter you asked about. Let's go on to the 
subject matter that is relevant. You either 
get onto the relevant subject matter or you 
.don't. 

<2 t< . So we have a record, do you know how it 

is that R.J. Reynolds designs the Ultra Light Salem 
brandc i^> have a nicotine levels at .4 to .5, as 
you described? 

MR. SCHMIDT j Same instruction, do not 


®fewe r. 


o r 


You are involved, at this time, with a 


youtht,jnonsmoking program; is that correct? 

^. Yes. I help direct and develop and 

move -forward the youth nonsmoking programs that 
R.J. Reynolds Tobacco Company conducts or is 
a partner in, such as the We Card program I 
mentioned to you earlier. 

Q, Can you tell me when R.J. Reynolds 

first began this youth nonsmoking program that 
you described? 

A. I am sorry, I am not clear. Were you 

referring to We Card? 
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Q. No. 

You said you work on the youth 
nonsmoking program; is that correct? 

A. That's correct, yes. 

Q. When, in general, was the first time 

that T.. c Reynolds had a youth nonsmoking program? 

Now I understanding the question, thank 

you. 

The programs that I was referring to in 
that answer are the Right Decisions Right Now and 
t^e We s Card program. Those programs began in the 
early 1990 s. Around 1992, the first materials on 
both |ppgrams began dissemination. Development had 
begun—in-,, the 1990, 1991 time frame. I believe that 

is the answer to your question. 

C>. Before the Right Decisions or the We 

Card program, did R.J. Reynolds have any program 
designed with the aim of discouraging youth from 
smoking? 


21 A. Yes. The company had internal policies 

22 that were designed to prevent us from inadvertently 

23 marketing or selling to youth. Going back to 

24 the 1960s, there was a cigarette advertising 

25 code that we adhered to that involved restrictions 


\ 
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strawsburg 

and limitations as to our marketing activities to 
ensure that we were not inadvertently marketing to 
underaged individuals. That code has been updated 
and enhanced over the years. I believe in the 
early 1980s, there was an updating of it and an 
addit of a sampling code. Then there was an 

updating in combination that occurred around the 
•80, ‘81 time frame, that cigarette sampling and 

advertising code I am referring to that the company 
had in place and adhered to during those years. 

I In addition, in the early to mid 1980s, 

: i want to say perhaps the 1983, '84 time frame, I 

Ip* I 

believ^ the company ran some advertisements that 

. 

told yohd^idren, underage children not to smoke, that 
it wap t>iie company's position that children should 

«... .3 

not smoke. 

In addition, I am generally aware 
that in the 1980s, The Tobacco Institute had 
provided brochures available to adults on how 
adults might speak to their children and work 
with their children to prevent them from smoking. 

I believe those brochures had been created in 
combination with a National Association of School 
Board Educators or similar type of organisation. 
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STRAWSBURG 

To the degree that R.j. Reynolds Tobacco Company 
was a member of The Tobacco Institute, I would 
consider that--and we were a member of that at 
that time, I would consider that to be a program, 
a youth smoking prevention program that we 
supported. 

The Right Decisions Right Now and 

§ 

We Card programs, as I indicated, began in the 
early s. 

Let me clarify something I said 
The program that I refer to as "We Card" 
actually came into being in late '95. There was 
a pre dece ssor program that R.J. Reynolds Tobacco 
Company,...,had developed and conducted called "Support 
The LjSil, ” which predated We Card and was folded 
into thfe We Card program in 1995. 

pm , 

Allow me to give you an overview of the 
Right Decisions Right Now program. 

Q. Before we get there, we have 

the ad code and the children don't smoke 
ads and the brochures and then the activity 
through The Tobacco Institute. 

Before this Right Decisions and We Card 
program, is there anything else with respect to 
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youth prevention that R.J. Reynolds did, 
that you know of? 

A. I seem to recall that in 1970, 

thereabouts, maybe '71, the company, I am not 
sure of the exact date, but I believe it was 
early 19*71, the company no longer advertised on 

p- 

teleyisipn or radio. Along with the other tobacco 

companies, they agreed to do the same. I believe 

I 

that chftre had been some controversy, that some 


cri t. 


I of the tobacco industry felt that radio 

i 

TV^advertising might have been somehow more 
Spa^ui on youth than they would have liked. 

So, I ^ t j h ink, in that sense, the company could be 

jf. 

viewed,, as vfell as the other companies, as perhaps 


in s 


:ense responding to those criticisms by 


no lcfhger advertising on radio and TV after 19*-I 
think it was early 1971. 

Q. When did the Right Decisionsprogram 

start? 

A. The Right Decisions Right Now program 

began in 1991 and has been in evolution and 
expansion since that time. 

Q. The We Card program, when did that 

start ? 
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A - The We Card program started in 1995 and 

was preceded by the R.J. Reynolds Tobacco Company 
program called Support The Law. 

Q. When did the Joe Camel campaign start? 

A. I believe the Joe Camel campaign was 


some 


tfb 


in the mid 198 0s , 


4 ©.| You first became involved with Right 
Decisicn$ Right Now when, exactly when? 

As a company employee, I was aware of 
the program and supported the program since its 
^ cepjaon. I gained direct responsibility over 


tne prog ram, as I mentioned to you earlier, 

** | 

in the spring of 1999. 

Are you familiar with what the program 
consip^jpei of when it started in about 1991? 

A.5 * Yes . 


Q. Can you tell me what it was when it 

started and describe for me what the evolution 
was, if you know? 

A. Yes, sir. The program began 

in the 1991, 1992 time frame and was designed 
to impact three groups of people. The first 
group was parents. The second group was young 
people, underage people. The third group was 
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ht 




retailers. 

Let me start with the retail 
portion first. 

As I understand it, there was some 
research, a fair amount of research that began to 
be published in the late 1980s, early 1990s time 
frame-t.hat spoke to the relative lack of compliance 
with -min|mum age purchase laws in many states. The 
resea^fe indicated that there was a wide variation 


and r'c 


in the compliance with those laws that to 




py predecessors on the Right Decisions Right Now 

& l " tar ^ 

program in the youth nonsmoking area indicated a 
gap t ho-t^s needed to be filled, as I understand it, 
re la t|ixeuj t o training retailers. 

They set about working with 
retai|rjf'lade organizations, retailers and others 

^ ^8 interested in this area in developing a training 

— ¥ 

19 program for retailers that would provide them with 
30 a better capability and understanding to enforce 

jggg gggg ?; 

21 the minimum age compliance laws.' That is the 

22 program that became Support The Law or what we 

23 called Support The Law. As I understand it, 

24 that program, over its time period, reached 

25 approximately somewhere around 70,000 retailers, 
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STRAWSBURG 

at least that many, and provided in-store materials 
for retailers to use in their age verification 
process, such as calendars, where they could check 
the date against--the process of carding would be 
you ask for somebody's I.D., you look at the date 
of birth and they have to be born on or before that 
date and then you have the year on the calendar, 
so ybu can immediately look to get the proper age, 
which in most states is 18. The Support The Law 
program Continued with training of retailers at 
locations around the United States, with 
life Mainers, and the intent was for these 
trainers,to both train the retailers and the clerks 
that -vTigre at these centers and that they would then 
go back Ind train or help train their colleagues 

in their retail establishments. So the intent and 

& - 

I think the effect was to be additive over time. 

The Support The Law program, as I said, continued 
through, I believe, 1995. 

In or around 1995, concerned 
members of the tobacco industry, the retail trade 
associations and others came together and formed 
what is now known as the We Card program, which is 
The Coalition For Responsible--which is conducted 
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by The Coalition For Responsible Tobacco Retailing 
that I mentioned to you earlier. The We Card 
program continues to do essentially what the 
Support The Law program did, which is to provide 
training to retailers and clerks around the 


United states, as well as provide kits to be 





contributed to stores, that will outfit a store 
to support the program in terms of complying with, 
having; the stores comply with the minimum age 
laws |io the We Card program is a training 
at its core and at its intent. 

Over time, since 1995, the 
we Car program has trained, as I understand it,. 

face-|a-face, approximately 27,000 retailers. The 

£ 

estimprss of the staff of the We Card coalition are 
that lliose individuals have gone back and trained 

. ~vJ 

approximately 400,000 additional individuals, that 
would include clerks, retail owners, people who 
work in the retail environment. So, we have a 
substantial number of individuals who work in the 
retail environment having been trained in enhanced 
enforcement and compliance with the minimum age 
laws in the various states of the United States. 

That is an overview, I admit, rather 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'klyn, NY 

http://legacyJibrary.ucsf.ecfiiiliiddtei()vf^fi04s«El*/w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0601 



74 


Si:.. 


1 
2 
3 
, 4 

5 

6 

7 

8 

8 

V 9 
10 

I 

13 

14 

/ 15 

\ss 

p 3-6 

I 

” 17 

^ si5 ^ P 

i 19 

<c 2 0 

21 

22 

23 

24 

25 


STRAWSBURG 

broad, but an overview of the Support The Law and 
We Card programs of which R.J. Reynolds Tobacco 
Company has been a participant. 

I would like to add, on the 
We Card program, the We Card program is a 


separa^t organization. It was at one time, 
as I^mentioned to you earlier housed within 

The Tobacco Institute, but with the dissolution 

/ 

of The Tobacco Institute, the We Card program and 
The (fs^lition For Responsible Tobacco Retailing 
Mg@ ntim.ies in an independent form to pursue the 
^wholo alrea of training to. support compliance 
with the minimum age laws. 

The members of The Coalition 


.■--•■'‘I 




For 


sible Tobacco Retailing, what I 


would call the key members are the American 
Marketing Wholesale-~excuse me, American 
Wholesale Association, The Food Marketing 
Institute, The National Grocers Association, 

The National Association of Convenience Stores, 
the Lorillard Tobacco Company, the Philip Morris 
Tobacco Company, the R.J. Reynolds Tobacco Company, 
the Brown & Williamson Tobacco Company, those are 
the key members. 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'klyn, NY 

http://legacy.library.ucsf.e^U3(ticKte|®in?Dacy4s»el^w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0602 




STRAWSBURG 


- J $r \ 

4 | 

§ 


t 15 


I 17 

W 

, 18 

V- s , 

% 19 


this? 


Liggett & Myers does not participate in 


Liggett & Myers, to my knowledge, no. 


Let me clarify that question. in my 
experience, they have not. My experience goes back 
to, a.s i said, the spring of '99. Prior to that 
t ime ,f-;t hey may or may not have, I don’t know 


eitherwav. 


Right Decisions Right Now, that is 


R.J. [Reynolds; is that right? 


Yes, it is, sir. 


13 How does R.J. Reynolds define youth 

£ 14 with respect to youth awareness programs, youth 


prevejatibn programs. 


phone'. ? ■ 


I am sorry, I was distracted by the 


How does R.J. Reynolds define the term 


"youth" with respect to their youth prevention 
nonsmoking programs? 

A. Our youth smoking prevention programs 

or another way, our youth nonsmoking programs are 
intended to reach individuals under the age of 18 
and work to prevent them from smoking. 

Q. Aside from these programs that you have 
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STRAWSBURO 

described, does R.J. Reynolds have a policy with 
respect to marketing to underage smokers? 

A. R.J. Reynolds Tobacco Company's policy 

is that we do not market to underage smokers. 

Q. Once someone reaches 18, does 

R.J. Reynolds then market to them/ is that 
correct? 

A. That is not correct. R.J. Reynolds 

Tobacco Company directs its marketing activities 
only a# adult smokers 21 years of age and older. 

Q. Historically, though, they have not 

done -that; is that correct? 

MR. SCHMIDT; They have not done what? 

pw&jri sorry, I don't understand the question. 

| 

MR. HUBICKI; Only market to 21 and 

i i 3 . 

older. 

Q. Haven't you, in fact, done analysis 

and, in fact, have marketed to individuals under 
the age of 21? 

A. In my experience, the company has only 

marketed to adult smokers 18 years of age or older 
in the time frame I have worked for the company, 
that has been my experience. The company directed 
its marketing activities to 21 plus adult smokers 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'klyn, NY 

http://legacy.library.ucsf.e^U3(ticKte|®in?Dacy4s»el^w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0604 





1 


STRAWSBURG 


77 


4- 

V 


2 beginning in the early to mid '90s. 

3 Q. Why, in your experience, did 

4 R.J. Reynolds target 18 to 24 year olds in 

5 their marketing efforts with respect to Salem 

6 in the mid 1980s, for instance? 

7 MR. SCHMIDT! I will object to the form 

8 of‘^he question. I am not sure there are any 

9 facts on the record, certainly there have been 

10 today, that would support that question. 

i-l i .object to the form of the question. I also 

I I 

12 have been advised that Mr. Anderson did not 

13 ,-stalt smoking until he was sometime older than 

14 age 21. You can correct me if that fact on 

15 the record is somehow incorrect. I object 

16 "to the form of the question. 

17 MR. HUBICKI! What is wrong with the 

|su» ' 

gi8 form of the question? 

oe^ 

19 MR. SCHMIDT: I think it is assuming 

evidence not on the record. 

21 On two grounds. One, it is not on the 

22 record in front of this witness and, second, 

23 I don't know, I am not sure if it is on the 

24 record in front of any witness. Third, I am 

25 not sure it relates to Mr. Anderson because 
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STRAWSBURO 

my understanding has been that his testimony 
was that he started to smoke above the age 
of 21, at or above the age of 21, 

MR. HUBICKI: We have testimony 
here that you intend to offer about youth 
.nonsmoking in 1995. He wasn't even smoking 
rin 1995, my client. This goes to the issue 
punitive damages, which this witness is 
^•estifying to. Apparently your position is 
Plpat youth nonsmoking is relevant to punitive 
JamVges; therefore, this iB the area I am 
?lfu4 6 t ioning about. 

MR. SCHMIDT: I am saying, your 

■kVMWW 

question proposed something else, which I 

i . 

’t know if it is on the record in front 

o % this witness or, in fact, in front of 
any other witness. 

MR. SCHMIDT: I did not instruct him 
not to answer. I just put an objection on 
the record. 

MR. HUBICKI: Read back the question. 
(Whereupon, the Reporter read back the 
referred to question.) 

A. In my experience, the company marketed 
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STRAWSBURG 

its products to adult smokers of legal age during 
the time period you mentioned, the mid 1980s, on 
Salem, as well as all other time periods within 
my experience . 

As to your question, I have no record 
in frelit of me as to what you stipulated, but to 
answer your question, the company would have 
marketed its Salem brand and other brands to adult 

f 

smokerij^bove the age of 18, 18 plus, at various 

times would have marketed those brandB to 

I . 

I^jr existing franchise adult smokers as well as 

T@e aiSuit smokers of competitive brands, such as 
Kool^psflboro, et cetera. 

*0^ ' My question is, though, why would 

: J 

R.J. i^ef^iolds target 18 to 24 year olds as 
oppo^^o older smokers? 

A. Again, there is nothing on the record 

in front of me relative to the word "targeting*'' 

My estimate would be that R.J. Reynolds 
Tobacco Company maybe had a lower share among 18 to 
24 year old adult smokers, so to increase its share 

among that group of adult smoker's. 

Q. In terms of long-term profits to the 

company, wouldn't it be better to target cigarettes 
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to smokers in their early teens? 

MR, SCHMIDT: I object. I object to 

the form of the question, first. I still 
don't understand how: this relates to his 
purported testimony on punitive damages. 

; I think you are becoming argumentative 

■< 

l-witsh the witness as to who R.J. Reynolds 
Advertises or markets its products to. 

>ject to the form. 

My question is, just in terms of 
le ^led*^wouldn 1 1 it be better for R.J. Reynolds> 


us t ^ 


:erms of sales and profitability, to market 


pi! 


to younger people so that they smoke a longer 

sKvw'.wirwfii 

time,i ish't that correct? Isn't it against your 
interfe^^ in terms of just profitability, isn't 
it agfflpst R.J. Reynolds' interest to not market 
to young smokers or young nonsmokers? 

MR. SCHMIDT: I object to the form 
of the question. I don't think profitability 
can be separated out from other responsible 
conduct. I don't think that is an appropriate 
question. 

If you understand it and can testify to 
it, go ahead. 
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STRAWSBURQ 

THE WITNESS: Read back the question. 

(Whereupon, the Reporter read back the 
referred to question.) 

MR. HUBICKI: I object to counsel 

coaching this witness. If you have an 
section to the form, under New York 
practice, you say objection to the form. 

I > 

■If you are going to make a speaking objection 
■sfe^fiesting an answer to the witness, it 1 b 
%% olly improper. I would ask that you 

N ■ i 

refrain from doing that. 

| MR. SCHMIDT; I am not doing it, I am 
n3t,coaching the witness, I think the witness 
jjLa^here to tell the truth as he understands it 
,.©r as to hiB facte. The record says what it 

says. Let's move on. 

' • $ 

MR. HUBICKI: If you have an objection 

to form, say objection to form. 

MR. SCHMIDT: I will do what I think is 

appropriate as counsel. 

MR. HUBICKI: Read back the question. 
(Whereupon, the Reporter read back the 
referred to question.) 

MR. HUBICKI: I withdraw the question. 
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STRAWSBURG 

Q. Wouldn't it be in R.J. Reynolds' 

interest, in terms of sales and long-term 
profitability, to market to people under 
the age of 18? 

A. First let me say that in my experience, 

the company has not marketed to individuals under 
the age f 18 . 

Secondly, I consider your question 
to be atea& ing my opinion and, therefore, in a sense 

a hypothetical, but since you are asking me to 

■ 

||y?ecvilate, I will give you an answer. That answer 
‘is, eshintially, no, I do not believe that, as you 
phrased it--I believe you phrased it that it would 
be in.^jtiie interest of R.J. Reynolds Tobacco Company 
to ma^JSisrf to people under 18. I emphatically do 

not believe that is the case. 

| : ‘ 

Q. But there is no problem marketing to an 

18 year old; is that correct? 

A. Today the company directs its marketing 

efforts to individuals, adult smokers above the age 
of--21 or above. 

Q. Since 1995; is that correct? 

A. Somewhere in that time frame, 

Q. In the, let's say, 45-year history of, 
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STRAWSBURG 

for instance, Salem, 18 was a fair age for 
marketing; is that correct? 

A. I can only speak to my experience, 

but in the time period that I was with the company, 
we marketed all of our products only to adult 


legal 



d consumers of cigarettes, adult smokers, 
and thafc% would include Salem, during the time 
peridd that I recall, that I was with the company. 
It i%i^ r general understanding that prior to that 
time ^piod, we would have conducted ourselves in 
||he same fashion, i.e., marketing only to adult 
^legal-aged smokers. 

q Starting at age 18; is that correct? 

MR. SCHMIDT : I think this witness 

S • 

hail testified that in some states, at least of 

which he is aware, that that age is different 

jBL : 

than 18, it was above age 18, so I object to 

the form of the question. I think he answered 

that previously. 

Q. R.J. Reynolds did target 18 year olds 

and, in fact, tried to grow the market for Salem 
among 18 year olds; did it not? Isn't that 
correct ? 

MR. SCHMIDT: I think this witness was 


! 
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asked and answered that question. 

I object to the question. it is 
assuming facts not on the record. 

If you can answer, you can answer. 

I think it has been asked and answered 
Already, but answer. 

MR. HUBICKI: Read back the question. 
(Whereupon, the Reporter read back the 
referred to question.) 

‘•JT! MR. SCHMIDT: I think that not only 

has this witness answered, but I think it 


i 


:haracterizes his prior answer where he 


talked about 18 to 24 year olds as distinct 
Jrom simply a target. To the extent that that 


pjKWHSSSS**- £ xists and is not otherwise pejorative, 

just 18 year olds. 

i 

A. In my experience, R.J. Reynolds Tobacco 

marketed only to adult smokers, current adult 
smokers, whether they were smoking our brands 
or competitors' brands. To the degree that would 
include 18 year old adult smokers during the time 
period that our marketing activities were allowed 
to reach 18 plus adult smokers, then my answer to 
the question would be, ,1 believe yes, in the sense 
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STRAWSBURG 

i 

that we could compete for those smokers in the open 
marketplace, 

Q. What kind of marketing did 

R.J. Reynolds do for Salem that was 
intended for 18 to 24 year olds? 

MR. KIRSHENBERG: During which period 

in ^ime? 

^ During the time you were brand manager 


for Sali^ 


During the 1984 to 1987 time period. 




« en tTiTas senior brand manager for Salem. 




I am sorry, senior brand manager. 

A'. We competed aggressively for all adult 

menthc>r v 1lmokers ; that included 18 to 24 year old 
adult' fiegithoi smokers, I believe you asked me 

the 

111 .' 

THE WITNESS: Read back the question. 

(Whereupon, the Reporter read back the 

referred to question.) 

A. During that time, we would have 

probably had coupon programs to defend our 
current adult franchise smokers above the age w 
of 18, which would include 18 to 24 year old 
smokers. Our advertising was probably intended to 


U1 

to 


uo 

© 

cr> 
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STRAWSBURG 

motivate current adult smokers above the age of 18 
to switch to our brands, particularly competitive 
smokers or adult smokers of brands such as Kool. 

We would have, in my recollection, generally, run 
advertising that would be motivating to all adult 
smokejpi^f primarily mentholated products, and that 
woulcUinclude 18 to 24 year old adult smokers of 
our current brand, our current /Salem brand styles 
as we^^s competitive brand styles. Those are 
some activities we would have conducted 

during that time period, in my recollection. 

In, for instance, advertising to the 18 


to 24 


r old segment of the market, is there any 


IF 

way, ■that you know of, that you can formulate an ad 
campa^p^directed at 18 to 24 year olds without 
also ^Ruencing, for instance, 16 year olds? 

A. ' My experience, sir, in company policy, 
during the time I have been with the company, 
has been that all of our marketing materials were 
developed or virtually all of them were developed 
with the aid of research among only adult smokers. 
So, all of the materials, particularly advertising 
that was developed, would have been devuloped with 
the aid of research that tries to understand the 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'klyn, NY 

http://legacy.library.ucsf.ed8AKMIqORttpfi/^ffiHA/w.industrydocuments.ucsf.edu/docs/gjgl0001 


52119 0614 




*■ 

%n 




1 

2 

3 

t 4 

5 

6 

7 

8 
9 

io 


K^. 


13 

<4 


,«» 3.5 

? 

16 

17 

• 18 


3r9 
0 
21 
22 

23 

24 

25 


STRAWSBURG 

wants of adult smokers above the age of 18. That 
is how I would answer your question, sir. 

(Whereupon, a short recess was taken.) 
Q. Your counsel indicated before that you 

have knowledge regarding the master settlement 
agreement; is that correct? 

Yes . 

How did you get that knowledge? 
ft, I am aware of the master settlement 

agrelmflt through internal company documents that 


fA . 7 

^ . 

O . 




sc£4be it, news reports. In general, I have 


read 




From a variety of different angles. 


It has been one of the premier subject areas of 

our qorap any and the whole industry in the last 

I 

year or two. 

jjj'i Other than conversations with counsel, 

who at the company did you have discussions with 
regarding the master settlement agreement? 

A. Carolyn Brinkley, who works with me in 

our youth nonsmoking areas, our youth nonsmoking 
prevention programs. 

I mean, Mr. Hubicki; if you ask me 
anybody and anyone and at any time in the last 
year or two, I mean I-- 
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0. I mean substantial discussions 

regarding the policy or regarding what it is 
that your understanding of this agreement is. 

A. Let me speak to time frame first. 

Prior to the signing of the master 
settlej|e|it agreement in November of '98, I don't 
really recall any discussions with anybody of a 
substantive nature about the form or the nature 
of th|s? n|reement. 

pip After the agreement was signed and 
2J|bli^ed, I do recall, I can't recall exactly, but 
T\eciil there being some summary documents that 
were prepared that summarized the master settlement 

vrwf 

agreement. it is quite a long document, and I do 
recall peeing those and going through those to some 
degree and in the course of doing that, talking 
with Various individuals about sections of it in 
terms of their understanding, of there take, if 
you will, on that section. 

Obviously, since the spring of 1999, I 
have been part of the team effort and helped direct 
the team effort to conduct our youth nonsmoking 
programs, which are part of or I consider to be 
part of our compliance with the master settlement 
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agreement. So, in that context and during those 
time periods, I have had discussions with a number 
of individuals, various officers of the company, 
non-officers, fellow employees, a variety of folks 
but it is after the settlement was laid out, known 
agreed to, signed, et cetera, a published, public 
document, 


pr ogr| 
of thi 


Were there any youth nonsmoking 
that were implemented as a result 
ittlement agreement? 

lf. J ? One of the things that I did ‘when 
amle~ -into my job is to send out a letter to 
employ^-ef? asking them--telling them who I was and 

asking t^ eiTl to provide any input or ideas about 

| * . 

ways phigt# we as a company and its employees could 

work feffp^jrevent youth from smoking. I viewed that 
as part of your cultural compliance commitments, 
if you will, within the master settlement 
agreement. 

In addition, as a company, we did 
promulgate a statement of corporate principles 
that spoke directly to our commitment that we 
don't market to children, we don't want children 
to smoke, we are firmly against anything like 
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STRAWSBURG 

that. That statement also indicates they can 
reach out to me with ideas as to how to prevent 
youth from smoking, any ideas they might have, 

I view that as part of your cultural compliance. 

I would also like to add that the 
that was promulgated that the whole 
perspective relative--the statement of the company 

!w ‘ 

relative to that we do not want children to smoke 
sufftpes a number of documents of the company. You 
can rlisit our web site, the company's web site at 
R.C*om and see it there in various wordings, but 
see tMie same basic commitment to preventing youth 
from slipping. That commitment is stated in a 

v// .i,vw,vrt 

numbep^of different ways. 

In addition, we continue programs. 

' j You asked specifically about programs? 

: f 

Q. I am asking about programs as a result 

of the settlement agreement rather than ones that 
were preexisting, that is what I am asking, if 
there were any. 

A. Since the settlement agreement-- 

Q. As a result of the settlement 

agreement. Or, however you want to answer 
it. 


cn 

N> 


O 

O 

I— 1 

00 
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STRAWSBURG 
A. Thank you. 

Since the settlement agreement, I 
and my colleagues have begun to investigate some 
additional programs that we might want to conduct 
in the youth nonsmoking area that I call pilot 
program,! that have not taken full shape or form 
yet, ^ *t that we are pursuing an investigation of. 

I would lay they are not as a result of the master 
settiNs-merit agreement, I think, as you asked the 
question! if I retail correctly, but they are very 
'consistent, potentially/ with the master settlement 
ag"reenenc . 


Let 




agreement, from 


X Sit: 


preve 



calls 


outh f 


me add this, the master settlement 
my perspective, in the shoes that 
for us to continue our efforts to 
rom smoking and, therefore, many 


of the programs, if not all the programs that I am 
involved in, actually all of them in that regard, 
are being continued in one way, shape or form with 
some modifications from time to time in the spirit 
of the MSA. For instance, the We Card program that 
I mentioned to you, as an example of that. 

Q. Without regard to the master settlement 

agreement, why does R.J. Reynolds not want young 
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STRAWSBURG 

* 

people to smoke? 

A. It is against company policy. That 

is the simple answer. In terms of our rationale 
that I have provided or I : have seen provided, if 
you need one, you shouldn't need one, it should be 
clear, no one wants kids to smoke in this country 
and rio ore should want kids to smoke. 

Q. Why is that? 

;Ag. One reason that we stated and others 

have Ist^ated is that kids lack the maturity to make 
Sfiya- informed decision about issues such as smoking, 
'drinking and, frankly, a lot of other behaviors. 

ST 

Therefore, they shouldn't smoke because they lack 

# ■ 

the a^bijjity to make informed judgments about those 
behaviors. Given the known, universally known 
signiiri.e'ant and inherent health risks associated 
with smoking cigarettes, it is particularly 
important that they not--that we work to prevent 
them from choosing to smoke, because I think they 
lack the maturity to make those kind of decisions, 
given those kind of issues. 

There is another reason, sir. 

Q. Go ahead. 

A. It is against the law in all 50 states 
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STRAWSBURG 

of this country for anybody to sell cigarettes to 
individuals who are underage. At my last look, 47 
states, the legal age is 18 or above. In 3 states, 
it is 19. So it is against the law all across this 
country for anyone to sell cigarettes to kids. So, 

as I stated earlier, that is another reason and a 

li¬ 
very ^clear and obvious reason why we don't want 

i: "Y" | •; 

kids smoke . 

j" • 

?Q. In your experience, over twenty years 

at R Reynolds in marketing and now in public 

: I l ... 

^ l 

^sue ; |l, nave you come across any information 
'oF any-siudies that show that the majority of 

: ■ I 

long-term smokers, persons with more than 


20-pa^ck year histories do in fact begin 


as un|§erdtge smokers? 

A. ^ 1 don't recall seeing any specific 

studies. You seem to be inferring a specific 
study. I don't recall any specific studies, but 
I have heard statements made by individuals in the, 
I will call it the antismoking community for lack 
of a better word that are similar in form to your 
question. I attended a conference in California, 
in my current duties, where one of the individuals, 
if I recall correctly, indicated that many 
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STRAWSBURQ 

individuals, according to their studies or other 
studies, appear to start smoking before the age 
of 18 or 21, one or the other. 

Q- Just so I am clear, you have never come 

across any information in your capacity working at 
R.J. Reynolds in marketing and in public issues, 
any information that states in one form or another 
that ?the majority of long-term smokers with 20 or 
more year histories do, in fact, start smoking 


before the age of 18? 


* MR. SCHMIDT: I object to the form of 
. question. 

Q- If you understand it, 

°A I don't really understand it. It is a 

multiple question to me. 

r V I l will attempt to answer it to the best 

N- -J 

of my ability. 

MR. SCHMIDT: If you do not understand 

it, you do not understand it. Do not answer 
questions you do not understand. 

MR, HUBICKI; Read back the question. 

(Whereupon, the Reporter read back the 
referred to question.) 

A. Let me give you my best shot at your 
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question, sir. 

In my capacity in the role I am 
currently in, in developing and directing our 
youth nonsmoking programs-, I am aware, as I should 
be, of underage smoking rates and various studies 
and surveys that are conducted by governmental 
authorities, universities, research groups, people 
of that nature, those background, relative to 
smoking V ates among underage kids. To that degree, 
I am iPPlti-e that there are a number of studies that 
^ ow. jn' a general sense, that, roughly, today, 
w ^Twb-dlfilris of folks, 60 to 65 percent, in that 
range, depending on the study, folks under the 
age of. l $ are not smokers, are not current smokers 

s , 

and approximately 30 to 35 percent have smoked a 
cigarfette product in the last thirty days. The 
studies vary in terms of how they define smoking, 
sir, so I am paraphrasing and conglomerating a 
lot of information. 

I am also generally aware from some 
of these studies that if you ask a question or 
when a question is asked, "have you ever smoked," 
a number of individuals, probably in the 65, maybe 
70 percent range, something like that, under the 
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STRAWSBURG 

age of 18 would answer the question yes. That 
i6 a gauge; those answers to those questions 
are intended, as I understand it, to get a 
gauge of sort of the broad level of potential 
of experimentation of cigarettes by underage 
youth. 

So, in that sense, to the degree that 

i 

helps answer your question, I hope it does, you 

* . ■ 

askeciiisbout a 20-year pack history and that I am 
not rtliilly - -1 never heard it really stated or 

as'ed or laid out that way. 

ri 

&Let me ask you this, what I am 


referrmgj to is someone who smokes a pack or more a 
day fpX^bwenty years or more, if that helps clarify 
my la^fc Question. I don't think you are answering 
it ana >xt ; may be because I am not phrasing it more 
correctly, but I am trying to understand why it 
is that R.J. Reynolds is concerned about underage 
smokers, and I suggest to you that it is not 
because they are going to experiment a few times 
and give it up. 

It is because one of the concerns 
is that someone who starts at an<age that, as you 
said, they are not equipped at that age to make 
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the decision; is that a fair statement? 


MR. SCHMIDT: I don't understand the 


7 * \ 


K 11 


question. 


MR. HUBICKI: •• Withdraw the question. 

Q. Why is R.J. Reynolds concerned about 

underage smokers? 

MR. SCHMIDT: Asked and answered. I 
think this witness answered that question 
maybe ten minutes ago or seven minutes 
ago. He gave you those answers. 

MR. HUBICKI: Because it is illegal and 

$ 1 

i^^ause they don't have the capacity at that 

■ilgcl to make an informed choice? 

MR. SCHMIDT: He said that and he 

talked to you about company policy on that 
|pub^ject. 

rQ. '' My question is, is one of the concerns 

that someone who starts at that age is going to 
smoke for a very long or a very significant portion 
of their lifetime and, therefore, impact in some 
way on their long-term health, is that one of the 

concerns with preventing youth from smoking? 

A. As i stated earlier, we have taken 

the position, as a company policy, you shouldn't 
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smoke, period. We have stated as well a reason, 
not the only reason, but a reason is that we 
believe, as I think any individual would, that 
youth don't have, underage kids don't have the 
maturity or have a lack of maturity and judgment 
to mak^a good informed decision on a behavior such 


fp 

as smoking, that has, as I stated, significant and 
inherent health risks. My company has stated 
such. n 

I believe that answers your question, 


h • Isn't one of the dangers or isn't one 

of the cgncerns with respect to prevention of youth 
smoking that the underage person is going to end up 
being a. lifetime smoker based on a decision he is 
making iats a time when he is not really equipped to 
make that decision; is that one of your concerns? 

A. You are asking me is it one of 

my concerns. As I stated, one of my concerns 
is that children lack the judgment, as I said, 

I think, very clearly, I think, to make those 
kind of decisions and to make good, solid, informed 
decisions not just on behavior such as choosing 
to smoke or not, but choosing to drink and other 
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STRAWSBURG 

misbehaviors that are related to underage, often 
seen in underage children. So, that is a premise, 
one of several premises I operate under, as I just 
stated. 

Q. The fact that starting to smoke under 

18 may lead to continuing to smoke for a very long 
period Of time, that is not part of your concern 
at all, is that what you are telling me? 

MR. SCHMIDT: I don’t think that is 

v;hat he said. 

br" 9:- Is one of the concerns, yes or no, 

is one of your concerns that someone who starts 
smoking under 18 is going to become a lifetime 

w.w.wivw.V^ 

or a long-term smoker? 

IH. Let me say that I am not--as I said 

earlier,,1 am not an expert on epidemiology or 

; > 

statistics or those subject areas. There seems to 
be embedded in your question an implicit assumption 
or explicit assumption that if an individual began 
smoking under the age of 18, that they are going 
to continue to smoke. Without seeing a study 
or you presenting me anything on that, I am 
not necessarily accepting that at face value, 
accepting that at face. 
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STRAWSBURG 

With that position, relative to your 
question, as I stated earlier, I am concerned that, 
first, as everybody knows, cigarette smoking has 
significant and inherent long-term risks associated 
with it. Secondly, given that and given the 


univei !< 


awareness of that, our concern is that 


I don't Relieve kids under the age of 18 Xack--I 
believe kids under the age of 18 lack the judgment, 
lack the maturity to make an informed decision such 
as tofch^ose to smoke or not. That is a belief of 
|3!ne |p"d^an experience of mine as a parent. That 
is' holf^connect those two answers, they don't have 
the mat^ity or the judgment to make an informed 


decision 'and there are significant health risks, 


^health risks associated with cigarette 


inher 


smokihgfpias we stated, and, therefore, 1 am 


concerned that they not choose that behavior 
without making an informed decision, and I 
don't think they can. 

That is my best understanding of how to 
answer your question in terms of what you are 


asking me. 


When you say "health risks," is it your 


understanding that the health risks stem from the 
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2 

long-term use 

rather than the 

experimental 

use? 



3 

A. I 

am not an expert 

in medicine 

, so 


V, 

1 4 

I don't know 

the answer to the 

question in 

t e rms 


** 

sa»' 

5 

of--I have no 

understanding as 

to that as 

an 



6 

expert. 
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As a citizen of this country, as a 
person v.-mo is aware of the inherent significant 
health risks associated with smoking, it is my 
just general layman's understanding that many 
individuals who claim to have diseases that 
-they claim to associate with smoking, 

tlaac often those diseases seem to be in the later 

“ ! 

years o-f ^life, but I don't have any statistical 


- i 


gnwiwmw ^ 

or me^iS^l understanding or way to clarify that 


for ypt* in a medical or statistical sense, just 

in a general layman's sense. 

. ^ 

Q. Your understanding of these programs 

that R.J. Reynolds has implemented to discourage 
youth smoking, to prevent youth smoking is purely 
to stop someone who is underage from smoking a 
cigarette, a few cigarettes or is the purpose to 
prevent someone who is underage from smoking a few 
cigarettes and continuing to smoke a few more and 
then eventually continuing to smoke through a whole 
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STRAWSBURG 

life time? That is what I am asking. i can't make 
it any clearer than that. That is all I am 
asking. 

MR. SCHMIDT: .Read back the question. 
(Whereupon, the Reporter read back the 



;r MR. SCHMIDT: I object to the form of 

^the question because I am not sure it is an 
either/or answer, but you can answer it. 

Af® We don't want and the programs 
||e intended to prevent kids from smoking any 
cigarettes, period, under the age of 18, whether, 
in your formulation, it is one cigarette or several 
cigarettes or any number of cigarettes. We don't 
want i helh to smoke any cigarettes, period. Our 
programs are intended to help educators, retailers, 
parents and other interested parties, including 
children, choose not to smoke at all. So it is 
not a question of how many cigarettes or any at 
all. We don't want kids to smoke, period. 

Q. The risks that you refer to, your 

understanding, is it from the long-term use of 
the product, is that what the risks stem from, 
in your mind, or is it from a use of the product 
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STRAWSBURG 

or something? 

MR. SCHMIDT: I think that has been 
asked and answered. 

A. I do believe I answered the question. 

It is my understanding that the 
risks"inherent, significant risks associated with 

ciga^etb^ smoking are sort of best understood 

I 1 

in terms of comparing smokers versus nonsmokers 
and or^jay you can do that is you can go to 
the R .$. Reynolds Tobacco Company web site and I 
j$ygliesxe on that web site you will find a page that 




a 

non s mol 


s 




the relative risks of smokers versus 


If I recall it correctly, and I think 


J 

I do,^g^#the web site, it suggests or states that 
smoketfflave approximately two times the risk of 
cardiovascular disease versus nonsmokers, that the 
risk of lung cancer amongst smokers is, I believe, 
fourteen times, roughly, versus that of the risk 
among nonsmokers, I believe there is a risk factor 
stated for chronic pulmonary obstructive disease 
that smokers have, I believe, it is a tenfold risk 
factor versus nonsmokers. 

So the way I understand the question 
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STRAWSBURG 

that you are asking me, the way I am answering the 
question you are asking me, there appears to be, 
from what my company says and what is generally 
universally known, heightened risk among smokers 
relative to nonsmokers for those diseases that I 
mentioned. 

I stated as a layman and only as a 
laymain, I am generally aware that many of those 
diseases I stated tend to occur what I will call 

f 

: 5 

later ilijlife; they tend to be diseases in people 


. who afr|" Older, if you will. 

Do y OU have any understanding, when 
thoee^ studies are using the term "smoker" and you 
are ufsYng the term "smoker," what that means, what 

' j 

that lights in terms of how many cigarettes you 
smoke^qfv^a daily basis? 

A. I don't have specific understanding of 

the definition of smoker in the studies that are 
being cited, but I can give you an estimate. 

21 MR. SCHMIDT: If you don’t know, you 

22 don't know. Studies say whatever they say. 

23 Q. I am just trying to get what your 

24 understanding is. You are telling me what the 

25 studies are, they are on the web site. You are 
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STRAWSBURG 

an officer of a cigarette company. 

Is it fair to say that you are not 
talking about somebody who smokes one cigarette a 
week, that is considered to be a smoker, that would 
have a fourteen times greater risk to incur some 

kind of disease; is that a safe assumption to 

if" ' 

make v*. 


m. 


k. 


Is t 


Are you asking me? 

Yes . 

Again, not being an expert in 


liotrc or epidemiology, but I would operate 
^fffderPthe assumption that the studies that show 
the differences between smokers and nonsmokers 

probabl^ in most cases, are talking about--when 

X | 

you talk about smokers, you are talking about 
regulS* amokers, smokers who perhaps smoke on a 
regular basis, daily, some amount of cigarettes. 

I don’t know what exactly, but my best estimate 
might be, a regular smoker might be a half a pack 
a day or more. 

Q. Going back, my question is, is one of 

the concerns of the company and your concern, I 
assume, with youth smokers is someone who starts 
under the age of 18 is going to become a regular 
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STRAWSBURG 

smoker? 

MR. SCHMIDT: I think that has been 

asked and answered. What he said is that 
is not the case. 

MR. HUBICKI: I just don't think I have 

that question in that way. I want a 

^clarification of it. 

w* is one of the concerns, I am asking 

you, [is one of the concerns in implementing these 
youth Ifivention programs that somebody who starts 
m^der 18 is going to become a regular smoker and 
theretySncrease his risk for the diseases that 
have bee^i associated with smoking? 

MR. SCHMIDT: Again, I think that has 

ifec&n asked and answered. 

T 

A. I believe I have answered it, sir. 

Again, let me tell you, my company, 
myself, we don't want underage kids to smoke 
at all, period. One cigarette, ten cigarettes, 
packs of cigarettes, we don't want them to smoke, 
period. That is our policy and that is our point 
of view and perspective. 

Q- My question goes to why you have that 

policy, I understand you have that policy and I 
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STRAWSBURG 

understand you have all these programs that are 
designed to implement this policy. 

My question is, why is there this 
concern about underage smokers? That is what my 
question goes to. If you don't know what those 
concerns are, tell me. I am asking if one of those 
concerns>is that someone who starts underage ie 

: * vv J 

going to^be become a regular smoker and thereby be 
at increased risk? Is that one of the concerns? 
That is ihat i am asking you. 

I 

MR. SCHMIDT: It has been asked and 

sanl^ered any number of times as to what the 
concerns were and what the thoughts are behind 
Ithose policies. That has been asked and 

"V.A.Wiv “■ 

: i 

pirpr&ered any number of times. 

MR. HUBICKI: I think anyone reading 

this transcript will disagree with you. 

Q. If you can answer it, please. If not. 


Let me go back over the grounds again, 

It is against the law for retailers 

24 or anyone to sell cigarettes to anyone under the 

25 age of 18 in 47 states and it is 19 in 3 states. 

i 

j s 
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So society has said and the legislatures have 
said, by those kind of laws, we don't want kids 
to smoke. Our company takes the same position 
that society has taken. 

One of the reasons that we have given, 
and i ""think it is a very common sense reason, is 
that !? kid s lack the maturity of judgment to make an 
informed decision on choosing to use a product that 
has nd.ficant and inherent health risks, as I 


Those are two very clear reasons why 
Beyond that, I would also tell 


staters. 


4 8 


* :\o 


you, sip* that R.J. Reynolds Tobacco Company is 
made ^p^df people who are parents, grandparents, 
indiviid.uaIs like myself who have kids and we don't 
want *kids to smoke and we don't want anybody 

: .j 

trying to get our kids to smoke or market to our 
kids to smoke. So, as a parent, we feel that way. 

So those are a variety of reasons that 
I am giving you as an answer to the question you 


asked 


MR. HUBICKI: Mark this as Plaintiffs' 

Exhibit 1 for identification. 

(Whereupon, the aforementioned Monthly 
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1 STRAWSBURG 

2 Brand Performance Review was marked as 

3 Plaintiffs' Exhibit 1 for identification 

\ 4 as of this date by the Reporter.) 

5 MR. HUBICKI: -For the record, 

6 Plaintiffs' Exhibit 1 has Bates stamp number 

7 30 5 2 4 0 4 6 3. It is a nine-page document dated 

8 January 28, 1985. 

f 

I s 9 MR. SCHMIDT: Is there going to be a 

10 c^tejstion about that? 

11 MR. HUBICKI: There is. I will not ask 

! # . $ ^ 

^ *3*2 questions about the entire document, but if 

13 * ^ ^ y^want to read the entire document, go 

M;4 ak«ad. But I only have specific areas. 

15 MR. SCHMIDT: Mr. Strawsburg has read 

: -^ 

16 the document. 

17 ' . Mr. Strawsburg, can I ask you first, do 

||8 you recall this document? 

19 A. I wouldn't have if you had asked me 

\ 

't'2 0 without showing it to me, but having shown it to 
21 me, yes, I do recall the document in a general 
2 2 s ens e. 

23 Q. Can you tell me what it is? 

24 A. It is a document addressed to 

25 Mr. H.J. Lees. The subject is "January, monthly 
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brand performance review." It provides a general 
overview with some specific share and performance 
numbers for the sale and brand. It says, this 
forwards the Salem monthly performance review 
for January of 1985. 

Q. This was prepared--was he your brand 

manager ' 5 for Salem; is that correct? 

■A. 5 Yes. 

? Was this one of your responsibilites or 

senior brand manager, to prepare a 

brand performance review? 

■ k 

. • As I recall, yes, we did do monthly 

1 

brand performance reviews. At one time we may 
have ;£aae them quarterly as well, yearly. I don't 



rememp'ir the exact procedure, it is fifteen years 

ago, biit in general, we would report to management 

| ' !>,: 

as a brand manager, on performance, at various 
times. 


Q. This was done periodically, whether it 

was monthly or, later on, quarterly, but it was 
done on a regular basis? 

A. As I recall, we did report relatively 

regularly to management on the performance. 

Q. At this time, on January 28, 1985, what 
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position did H.J. Lees hold with the company/ if 
you recall? 

A - I believe Mr. Lees was what we would 

have called a group brand manager or a group 
director, one or the other; it would be one 
of thOf?e two. 

;:=Q • I want to direct your attention 

to thne s "second paragraph there, about the third 
sentewJe down, where it says, "Salem will continue 
to inip|P§frtent its strategy of targeted growth among 

i • ' 

'16 to 34 year olds," and it goes on after that. 

Can you tell me what the strategy 

lpws!| 

consisted of. 

’ MR. SCHMIDT: Let me put on the 

record, i thought we had a stipulation with 

respect to these issues and the proffer of 

.1 

what Mr. Strawsburg is prepared to testify 
to. I don't see how this is relevant at 
all. You asked me for a stipulation as to 
his testimony on youth nonsmoking activities 
and his position on the MSA, which I think we 
have covered. It seems you are going directly 
against the stipulation and going back. I 
don't know if you have any other documents 
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STRAWSBURG 

from fifteen years ago, but unless you somehow 
want to relate this or tell me it is related 
to what this witness is prepared to testify 
to, it seems to me is going directly contrary 
to what we stipulated to three or four hours 

MR. HUBICKI: This is an area he is 

I ^ s 

going to testify to with respect to youth 
^P^ention nonsmoking. I have a question 
rl, because 18 years old is kind of on 
the cusp. 

MR. SCHMIDT: It is not on the cusp, 

is a law in the State of New York. Do not 
j&SL&te it is on the cusp. 

. x 

MR. HUBICKI: I am not going to go into 

a >gt;eat amount of detail. I just want to ask 

; * $ 

him what these strategies were. 

MR. SCHMIDT: What is the question? 
(Whereupon, the Reporter read back the 
referred to question.) 

MR. SCHMIDT: So it is clear, I think 

the sentence ought to be read in its entirety. 

MR. HUBICKI: I withdraw the question. 

Q- Mr. Strawsburg, I direct your attention 
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STRAWSBURG 

to the second paragraph of this document, which 
is Plaintiffs' Exhibit 1 for identification. 

The third sentence there says, "Salem 
will continue to implement its strategy of targeted 
growth among 18 to 34 year olds while capitalizing 
amongMts franchise base throughout 1985 to 
maintain brand stability and generate 
increased volume and share." 

* My question is, what did the strategy 
of talP^ted growth among 18 to 34 year olds 
isist of? 

The overall strategy of the brand, as 
in this document, included capitalizing 


L 


outlined^. 

•|f_• . 

on thb franchise base and the goal was to maintain 

brandpis^bility and generate increased volume and 
share?. 

:S»: ; S 

In the context of this document, as 
best as I can tell, the strategy of targeted growth 
among 18 to 34 year old adult smokers would have 
been articulated in terms of what was done or had 
been done in the context of this document, which 
is January of '85. 

Back on pages 6, 7, 8, it speaks 

to activities such as freestanding inserts, that 
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STRAWSBURG 

is what general market FSI means, freestanding 
insert; cassette tape program; magazine pop-up, 
which is a coupon; corporate intercept program, 
which is a couponing program; direct mail 
couponing; FSI, which stands for freestanding 
insert; a number of different things that are 

w ■ 

stated oji the memo. I would, in the context 
of the memo, consider most of those, if not 
all of those promotion activities to be part 

f \ 

l t . 

of the- overall brand strategy* 

q". Go to page 8, under number 3, where 

it says i'Special Markets, " where it says, "Here 

I • ■ 

Salem 1 !- pargeted growth opportunity in the black 
marke^"™vTi 11 continue to be supported by strong OOH 
presets®^throughout 1985 and targeted promotions 
as follows." 

Can you just tell me what "OOH" is? 

What is that? 

A. Out of home. Billboards. It is a term 

of art. It is billboards, outdoor advertising. 

Q. Where it says here I'black market street 

sheets," can you tell me what that is? 

MR. SCHMIDT: Again, so it is clear, I 
object to the relevance of all this, but you 
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can answer. 

A - Sir, I don't recall the specific size 

or shape of street sheets, but my best estimate 
is that they were a form of outdoor advertising 
similar to what we would call, or used to call 
when 3 ^s in marketing, transit advertising. 

The 8 %,..may, although I do not recall exactly, 
se may have been advertisements. 

MR. SCHMIDT: If you do not recall, you 

® not recall. Do not guess. 

I don't want to guess on that. 
f&~. m . Where it says "black Empak couponing," 
can yoiv tell me what that is or was? 

|A^ v ' It is apparently a couponing program, 
a delivery couponing. I. believe Empak is the name 
of a freestanding insert supplier, I believe that 
is what £mpak stands for. So, it is a preexisting 
supplier of freestanding inserts that are 

» 

delivered, I believe, primarily in newspapers and 
that the coupon or a coupon or a series of coupons, 
it doesn't say, would have been in that. That is 

my best recollection I can come up with of what 
Empak couponing would be. 

Q- As senior brand manager for Salem, were 
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STRAWSBURG 

you responsible for marketing of the product or did 
you have responsibilities with respect to the 
marketing of the product throughout the 
UnitedStates? 


A. 


I had responsibilities for the 


development of marketing plans and marketing 


programs for the Salem brand during the time 
perioll of 1984 through 1987, that we are talking 
about here, this time period that this memo 
specifically refers to, dated January 28, 1985, 

I did have responsibility at that time period 


fcr mariceting programs arid activities for the 
Salem br^nd throughout the United States. 






Are you aware, during that period, of 


any p^oi^tion that involved giving out free samples 
in neighborhoods? 

MR. SCHMIDT: Again, I am objecting on 

relevancy grounds. 

If you are going to ask this and 
Mr, Gordon or somebody else feels it is 
appropriate to have him testify about this 
at trial, then as far as I am concerned, the 
stipulation in that regard is meaningless, 
because I don't see how this relates to the 
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STRAWSBURG 

proffer. If you are going to question him on 
this, then don't expect me to say that this 
witness is not going to testify about this at 
trial, if you feel free to aek him. You can't 
have it both ways. We are not going to have 
^t both ways. 


MR. HUBICKI: Counsel, I could go on-- 

MR. SCHMIDT! You can't have it both 
wayfs, that is all I am telling you. If you 
’iant to say this somehow relates to his 
testimony, proffered testimony on punitive 
damages, that is fine, tell me, I could be 

j i 

wrong. I don't consider myself unreasonable, 

pEilE, I don't see how this line of questioning 

; .1 

relates to that. To sit there and say, 

| S3 

fsu^gest, on the other side, you can ask 
this and somehow it can't be testified to 
at trial, that is not right. You can't have 
it both ways. That is why I thought we had 
the understanding at the beginning of the 
deposition three or four hours ago. 

MR. HUBICKI! I disagree that by 
asking these few questions that I am opening 
the door, so-to-speak, to other areas that 
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this witness is going to testify to at 
trial. 

MR. SCHMIDT: I have told you what this 

witness will testify to. What I am objecting 
to is these areas. If you ask the question, 
>u- cannot expect me to be bound by the 
stipulation, because I told you what 

‘mw T 

■it was he was going to testify to. 

If you want to tell me how it relates 
jHlp punitive damages, this witness' activities 
; ||i the MSA and the youth nonsmoking programs, 
Piat is fine, tell trie, but I do not see how 

th-if relates in any way, shape or form to 

# • • . . 

tot. 

pilli# MR. HUBICKI: Up until now, I have 
restricted my questioning to areas regarding 
his background with the company and areas 
regarding the subjects that you identified 
he is going to testify to at trial. I have 
a few areas here that I want to ask just 
for clarification. 

MR. SCHMIDT: I don't think it is 
clarification. I think the "up until now" 
says it all. 
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STRAWSBURG 

MR. HUBICKI: Off the record. 

(Whereupon, an off the record 
discussion was held.) 

MR. HUBICKI i I have had a discussion 
with counsel. I have one more question in 
this area. If counsel agrees that I am not 
^waiving our previous stipulation regarding 
tVio scope of questioning, then this is the 
question I will have in this area. 

If you agree to that,.counsel. 

MR. SCHMIDT: Let's hear the question. 

m MR. HUBICKI: The question was asked. 

Q. Were you aware at any time that 

you w|re/senior brand manager for Salem of any 

4 . 

promof^on in which free samples were given out 
in neiWfibor s ? 




MR. SC 

19 

stands, but I 

iKsPS-O 

the 

question. 

2 1 

A. 

During 

22 

manager 

on Salem, 

23 

mid 1987 

, our comp 

24 

sampling 

programs 


25 during that time period. I can't recall a 
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STRAWSBURG 

specific, right this minute, event, date, time 
or place, but we may have. I wouldn't want to 
rule out that we may have sampled or provided 
samples or the opportunity for samples for 
adult smokers of the appropriate age, with 
the appropriate verification. 

I believe part of. your question was in 
neighborhoods? 

‘ Qg. Yes. 

if*. I don't know what you mean by 

^ |® 

^■a eicthborhoods. 11 

As I said, I can't come up with any 
specific,times or places at this point. 

. MR. SCHMIDT: Is that your answer? 

THE WITNESS: That is my answer, to the 
best of my recollection. 

j'' N ■ 

Q. Other than youth nonsmoking 

programs, are there any other aspects of 
the master settlement agreement with which 
you were familiar? 

A. Yes, there are several aspects. 

They are as follows, and this will not be 
totally inclusive, but I will give you an 
overview. 
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1 STRAWSBURO 

2 The master settlement agreement calls 

3 for payments to the states, including the four 

4 states that settled prior to the master settlement 

5 agreement. Total payments to the states are 

6 estimated to be in the 246 billion dollar range 

7 over the next 25 years. Part of those payments, 

8 which*-1 ^111 detail in a minute, are designated to 

9 go to a "foundation that has since come into being 
o and iij, Miown as the American Legacy Foundation, 

H to siif^brt - - that the payments are to go to that 
ps 12 lJJ un fip^ n to support the foundation's efforts"to 
13 V ^ev^t'4ids from smoking, which is, of course, a 
goal of R.j. Reynolds Tobacco Company and, as far 


15 

as I pmcw, the o 

16 

The payments to 

' 

17 ' 

kw mw. : 

incltiSs 2 5 milli 

18 

for a total of 2 

19 

time period for 

If 


3° 

and activities. 

21 

1 billion 450 mi 

22 

not sure of the 

23 

paid to the stat 

24 

for the purpose 

25 

education fund. 
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STRAWSBURG 

450 million dollars in total. I believe the 
mechanism is that the funds go to the foundation 
directly. 

in the master, settlement agreement, 
the foundation, since coming to be known as 
the American Legacy Foundation, controls the 
disposition of the national public education 
fund and its stated purpose and general purpose 
is to - mr elo P and implement programs to help 
prevent%outh smoking in the United States 


■s 5 


12 
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13 


■> s 

' 14 


45 

16 
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19 
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20 
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and territories. 

in addition, there are aspects of 
the MSA that involve restrictions agreed to by the 
partiaTrelative to activities of the companies 
in the ^rea of advertising, promotion, brand 
name cgonsorship, to name some, not all of 
the restrictions. 

Let me go through those. There 
is a restriction on the direct or indirect 
marketing or targeting to youth of cigarette 
marketing activities. There is a restriction on 
outdoor advertising-- there is a ban on outdoor 
advertising. Billboards and bulletins, outdoor 
bulletins that contained cigarette advertising 
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STRAWSBURG 

have been removed as of, I believe, April or May 
of 1999. In addition, there is a ban, restriction, 
however you want to phrase it, of the use of what 
is referred to as transit.advertising, which 
includes things--advertisements for cigarettes that 
you see on, say, taxi tops or at bus stops, 

similar locations, those are banned from further 
use. I believe April, 1999 was the last date 
those foe£e allowed to be used. There is a 

series bans on brand name, cigarette brand 

«l, ! i "* , . ' 

name ’sponsorship of events and activities. 

**- Let me articulate those. 

There is an allowance in the master 
settlement agreement or an agreement in the master 
sett lfe ream t agreement that any one tobacco company 
may h&ff^ one brand name sponsorship during a 
twelve-month period post about a three-year time 
period where contracts are allowed to expire on 
existing brand name sponsorships. After that time, 
the companies are allowed to have, each company is 
allowed to have one brand name sponsorship, with 
some additional restrictions. Companies are not 
allowed to have brand name sponsorship of any 
sports teams or sporting leagues. The companies 


DIAMOND REPORTING -718-624-7200- 16 Court St., B'Rlyn, NY 

http://legacy.library.ucsf.ed ffi'tidi'ttQO^apQ/^Bijfww.industrydocuments. ucsf.edu/docs/gjgl 0001 


52119 0651 






124 


1 

2 

3 

T* \ A 

■# 1 

4* A* 

5 

6 
7 
3 
9 

is 

10 

14 

12 

13 

14 

15 
1 6 

17 

S' 

18 

19 

t 

2 0 
21 
22 

23 

24 

25 


STRAWSBURG 

are not allowed to have brand name sponsorship or 
brand naming of stadiums, if you will, or arenas. 
The companies are not allowed to have any brand 
name sponsorship of concerts, events where paid 
contestants or participants are under legal age. 

: " N I am sorry, there are one or two other 

stipulations there that I am just not recalling at 
this moment. 

^ 5 As I have indicated, there 1 b a very 

generli restriction on the use of brand name 
ships by companies. 

There are some additional restrictions 
in the area of lobbying that involve, and I 
am paraphrasing here, that involve-- that state 
that companies will not lobby against any 


legie -1 alive activity that 1 b designed to implement 

^ • 

or pursue reductions in youth smoking; in 
other words, the companies would not oppose 
any legislation or activities along those 
lines. 

I am going to go back to advertising 
promotion restrictions for a minute. The use of 
brand logo merchandise is banned in the master 
settlement agreement. Items such as a shirt that 
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STRAWSBORG 

would have a brand logo on it can no longer be used 
in promotions. I wanted to add that to the list. 

There are other restrictions in the 
master settlement agreement in addition to the 
ones I have mentioned, stated. 

There is a restriction or a section 

that ^speaks to that there will be no suppression 

$ • 

of research into smoking and health or smoking and 

.... 

health - related issues by the companies. There will 

be, r' read it, no efforts to suppress or hurt 

’ > 

|||mpe^.tion on new products in that area. I am 
flraiWasing again, I don't have the exact 
wordikg for you. 

■AT™*' I believe that is my answer, to the 
best p>f my ability at this late hour. 

n. ^ You have mentioned the youth nonsmoking 

and the payment to the states and the American 
legacy Foundation, the national education fund 
and then these restrictions. 

Are there any other aspects of the 
master settlement agreement with which you are 
familiar? 

A. As I mentioned, there are some other 

restrictions in the marketing area and I believe 
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STRAWSBURG 

in what one might call the lobbying area, but I, 
frankly, many having trouble recalling them right 
now. But I do recall there beirig one or two others 
in that area. 

Q. Do you know what R.J. Reynolds* share 

of the^^fe billion pay-out over the 25 years is? 

' I don't know the exact number. 

5 

Q. Do you know whether, in general, the 

amounf. be paid is determined by the market 
share; of the company? 

A. In general, as I stated I don't know 

the exact number, but in general, the agreement 

! • 

calls for, a number of potential adjustments 
to payment schedule. In some cases, I believe 


inf la 


share : 


is a factor; in some cases, market 


a factor 


Those are two that I am 


broadly familiar with, broadly aware of, but 
the exact mechanism of how those are implemented 
I am not totally familiar with. 

Q. Does R.J. Reynolds market cigarettes 

outside of the United States? 

A. R.J. Reynolds Tobacco Company today 

markets cigarettes in the United States and in 
Puerto Rico. I consider Puerto Rico to be part 
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1 STRAWSBURG 

2 of the United states. I believe through our 

3 Puerto Rico corporation, they may be distributed 

4 in the American Virgin Islands or there is an 

5 American territory that is the Virgin Isles 

6 and they may be there as well. 

* 

7 ;c. The brands, the brand names that are 

3 marketed in the United States, are those brands 

9 names marketed anywhere else outside of the 

10 united states, other than those territories 

11 you mentioned? 


i 2 §13 

MR . 

SCHMIDT: 

By R.J. Reynolds? 

13 ’ 

' MR. 

HUBICKI: 

By anybody. 


4 4 

MR . 

SCHMIDT: 

I object on 

the ground 

'i 5 

levance . Answer 

■ if y6u can 

answer. 


rl6 k. It is my understanding when R.J.R./ 

• 1 • i 

^7 Nabisco ;?old the tobacco international operations 
^.8 to the japan Tobacco Company, I think it is called 
sp 19 JTI, Japan Tobacco, with that sale, some, if not 

30 all, some number of those trademarks or Reynolds' 

21 trademarks went with that sale. I am not familiar 

22 with the specific ones, but I would assume that 

23 it would include probably Winston, Salem, Camel, 

24 whatever, major trademarks. That is my general 

25 understanding, that that was one of the conditions 
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Q. Is it your understanding then that 

any brand names of R.J. Reynolds that are marketed 
outside of the United States, other than those 
territories, those are done by a company that is 
not af-jyj.iated or controlled by R.J. Reynolds or 
by R.J. R§. /Nabisco; is that correct? That is now 
an independent company that is marketing those 
brands in other parts of the World? 

.f. A two-part answer to your question. 

$ 

g 

It is my understanding that the 
trademarks are not owned by us for use outside 
of the'United States. 

r Secondly, they are, at least they 

;5.v.w.-.v.v.\^ “ “ * 

were initially owned by the company or became 
owned^by the company that bought the international 
operations, which was Japan Tobacco. I have no 
understanding or knowledge as to whether they 
continue to hold those trademarks or have used 
those trademarks or maybe have sold some of 
those trademarks, I just don't know. 

To further answer your question, sir, I 
wasn't done yet, it is my understanding, my belief 
that that company is--the company overseas is an 
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STRAWSBURG 

independent company called JTI who owns it. That 
is my understanding, that JTI is an independent 
company. In other words, JTI is not part of 
something bigger. 

Q. Do you know whether R.J. Reynolds 

Tobacbc Company or R.J. Reynolds Holding Company 

or any^c; those family of companies that are in 

! ^ 

some \0&y connected to marketing of cigarettes in 
the united States, do you know if any of those 


pasduecr have any input into the marketing of 



sejKtands in other parts of the world? 

Iss MR. SCHMIDT: Objection on relevance 


nds. If you know, you can answer. 


I am afraid you will have to reread the 


questsc :: to me 


MR. HUBICKI: Read back the question. 

(Whereupon, the Reporter read back the 


referred to question.) 

A. Sir, I don't understand the question. 

0. Do you know whether R.J. Reynolds [G 

M 
\ * 

Tobacco Company has any input into the marketing v> 

o 

of the R.J. Reynolds' brands in other parts of S', 


the world? 


MR. SCHMIDT: Can I ask how this 
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STRAWSBURG 


relates to 

punitive 

damages ? 


MR . 

HUBICKI: 

I will get there. 

It 

depends on 

what he 

says . 


MR. 

SCHMIDT: 

If you know, if you 

know 

the answer 

to that 

question, answer it. 


A. I will give 

you the best answer I 

can, 


to mj>- ; a%i 1 i ty. That answer is, to my knowledge, 
the R.J? Reynolds Tobacco Company that I work for 
does ^|^have any input in the marketing of, as I 
; untiere.tp:|pd your question, the marketing of what 

former, formerly owned trademarks outside 
of th^ #Ji|ited States. 

I wish to also indicate that as is 
known^piihl icly, R.J. Reynolds Tobacco Company does 
prodube cigarettes for the Japan Tobacco Company 
under a K licensing agreement and those cigarettes, 
as I understand it, are produced in North Carolina 
under the licensing agreement. A manufacturing 
agreement is the proper term. It is then shipped 
back to JTI or are in the possession of JTI. 

Q. These restrictions that you described 

as a result of the master settlement agreement, 
within the company, did you get the impression 
that the company thought these were a good idea? 
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1 STRAWSBURG 

2 MR. SCHMIDT: I don't even understand 

the question. 

A. I don't understand the question, sir. 

Q. You have a lot of restrictions here. 

My question is, management within 
R.J. Reynolds, did they think these restrictions 
were 'a good idea? 

MR. SCHMIDT: Again, I object to the 

for of the question. I think this witness 
t^^if ied, essentially, until that document 
v.as signed, I thought he said until that 
jdo-i~|^ment was signed, he was not aware, other 
than vaguely aware of it, that he had read it, 
1 g bw"\i t wasn't the subject of any significant 

'1 r, <J i & cuss ion . 

F . ! I think that document is what it is, 

I ' * 

it says what it says, so I am not--I don't 

■ . .tf 

19 understand the form of the question and I 

; certainly don't understand the relevance 

21 of the question. 

22 Q. Do you understand the question? 

23 A. Not really. 

24 THE WITNESS: Read it back to me. 

25 (Whereupon, the Reporter read back the 


\ 3 


4 
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6 
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STRAWSBURG 
referred to question.) 

MR. SCHMIDT: I have to tell you, 

unless this witness participated in that 
process, I don't even know how he can begin 
ft o answer it. They signed it, it is an 
■agreement. It has been approved by fifty 
states and fifty courts and fifty attorney 
g eifo ral s . 


What is your understanding as to 
restrictions in the master settlement 
relate to punitive damages, if you 
have ^’/"'understanding of that? 

MR. SCHMIDT: I think that is asking 

.WW»iA 

thi^ s witness to speculate or to get into a 
legil opinion as to what its indications 
fie. He is here to testify as to facts. 

I object to the form of the question. 

Q. Do you understand the question? 

A. No, I do not. 

MR. HUBICKI: Read back the question. 

(Whereupon, the Reporter read back the 
referred to question.) 

A. Again, I don't understand the question, 



I am sorry. 
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STRAWSBURG 

Q. Do you know whether, as a condition 

of this or as a provision of the marketing 
agreement that R.J. Reynolds has with the Japanese 
company that owns the trademarks, whether these 
restrictions that you mentioned here are directed 
to thlkl Japanese company? 

; ! MR. SCHMIDT: One, I don't understand 

question. You can go to the court and 

■ j 

fO: the court wants to direct this witness to 

gLjjswer questions about Japan Tobacco, so be 

iif:, but this witness will not answer without 

’that direction. 

" 0 *«. 

O. ^ R.J. Reynolds Tobacco, to your 

.w 

know 1 fe'dg-e., have they suggested that any of these 
restrictions that you have said are part of the 
master N&ttlement agreement, have they suggested 


f ’t'- 

that they be adhered to by the Japanese company 
that is marketing its brands in other parts of 
the world? 

MR. SCHMIDT: I instruct you not to 

answer. 

It has no relationship to this 
litigation, 

if that is it, we are done. 
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STRAWSBURG 

MR. HUBICKI: Counsel, you are the 

one who has told me that in some way, this 
master settlement agreement has some relevance 
to punitive damages. This is a fair 
ques tion. 

MR. SCHMIDT: No. 

MR. HUBICKI: If your company here is 

deriving revenue from the sale of cigarettes 
overseas, which it certainly is if it has a 
Wj^facturing agreement, then I am entitled 
fc inquire as to whether they are adhering to 
jpi they are asking that companies that market 
|g|i^s : .e products overseas are adhering to these 
fe'S'WSs. kind of restrictions. 

MR. SCHMIDT: First of all, you are not 

, second, you are making an assumption as 
to the sales by Japan Tobacco that is not on 
this record or any other record. 

The master settlement agreement says 
what it says. If you want to take a look and 
see whether Japan Tobacco or any other party 
is signatory to this agreement, you are more 
than welcome to. 

I will not let him testify as to 
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STRAWSBURG 

anything about Japan Tobacco. So, if those 
are the questions you have left, then you 
are done. 

We started an hour and a half late. 

*1 do not begrudge it, somebody had a medical 
kseue, and that is fine. I missed my plane, 
witness is going to miss his plane. 

He is here to testify as to the issues 
pi punitive damages, that is fair game. I do 

'T# H 

not think this is in any way, shape or form 

related to punitive damages. 

; J t 

kgsssjs If you want to take it to the court 

;sk the judge about Japan Tobacco, you are 
te opme to participate in that discussion, we 
can talk to the judge and deal with it. You 
c.a,rv...ask those couple of questions by telephone 
deposition or something else, but we will not 
stay here any longer to talk about Japan 
Tobacco. 

MR. HUBICKI: Are you telling me this 

witness is going to talk about restrictions of 
the master settlement agreement with respect 
to the testimony that he intends to give at 
the punitive damages phase of this trial, if 
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STRAWSBURG 

there is one; is that what you are telling 
me ? 

MR. SCHMIDT: That is what I told you 

MR. HUBICKI: Then I am going to ask 

y;his question. I think it is relevant. 

P" MR. SCHMIDT: I instruct him not to 

lali|wer. You can take it to the Court. 

Cl 1 . Are you aware of whether 

R.J. -Reynolds has any policy with respect 

^srr* 

.tft asbcjryjjf that marketers of their products 


-SI 

ers.leiis .adhere to these same restrictions 


that 


i h 


IV are under here in the United States? 


MR. SCHMIDT: I give you the same 

itn'S't.ruc t ion, do not answer it. 

We are not getting into issues as to 
a ny mother company or anything outside the 
Continental United States. 

Q. Is it fair to say that the marketing 

restrictions that R.J. Reynolds is subject to 
here in the United States are not adhered to 
with respect to their brands that are marketed 
overseas ? 

MR. SCHMIDT: This witness will not 

answer that question. I don't think there is 
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STRAWSBURG 


any foundation to what anybody else is doing 
overseas or what the law is in any other 
countries. 


Q. Isn't it true- that R.J. Reynolds 

continues to make money from outdoor advertising 


in countries outside the United States? 

f” 

MR. SCHMIDT: Same objection. I am 

telling you not to answer. 

iQIsn't it true that R.J. Reynolds 
q^nt 1 to make money from cigarettes sold and 

m 

marko ■_ i ng through bulletins and bulletin boards 
that |are displayed overseas? 

MR. SCHMIDT: I am instructing him not 

vw “ 

to answer those questions. I object to the 

'I 

foundation for those questions. There is no 

■■ ?jS 

^%tual basis. In fact, I would suggest to 


you there is no factual support for those 
questions. 

We are now concluding the deposition. 

MR. HUBICKI: I am asking yes or no, 

does R.J. Reynolds-- 

MR. SCHMIDT: I am instructing him not 

to answer. 

MR. HUBICKI: I have not asked a 
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STRAWSBURG 

question yet. 

You are going to instruct him not to 
answer a question I have not asked? 

MR. SCHMIDT: I am. I am telling you 

this whole line of questioning is done. 

MR. HUBICKI: It is not done. 

Counsel, you are going to argue to this 


9 
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" V v, v 
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on 
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tive damages? 

MR. SCHMIDT: You are making statements 

^5r."^he record and you have not spent two 
seconds - - 

' * < MR. HUBICKI: I am asking these 

questions. 

MR. SCHMIDT: You are making statements 

on this record and we are done. We started at 
11:30 and you were an hour and a half late. 

MR. HUBICKI: I am asking questions. 

MR. SCHMIDT: We are done. 

MR. HUBICKI: I am not concluded with 

this deposition, counsel. 
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STRAWSBURG 

MR. SCHMIDT: You are welcome to sit in 

this room, but I am telling you, we are done. 

MR. HUBICKI: This witness has 

testified regarding restrictions in 
t,h e master settlement agreement. 

^ Counsel has represented on the record 

this is not somehow relevant to punitive 
damages, that this does not have some impact 

, 

yon ..punitive damages . 

■ r 

They are walking out of this 
|d'|gpsition while I am about to ask the 
y|ollowing questions, which are directly 
^.%'J ated to the issue of punitive damages. 

My continued questions are, does 
Reynolds Tobacco Company in any way 

Ki " 

^ceive revenue based on marketing of products 
overseas, that includes the use of transit 


ads? 


There is no answer because counsel has 


refused to let the witness answer. 

Does R.J. Reynolds in any way 

derive revenue from cigarettes that are 
sold overseas and are marketed through 
brand name sponsorship of sporting 
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STRAWSBURG 
events overseas? 

Does R.J. Reynolds derive any revenue 
at all from cigarettes that are marketed 
overseas through brand name sponsorship 
of sporting arenas? 

Does R.J. Reynolds recommend to 
a§ny 5 company that is marketing rentals, 
ftj«afactured products overseas, that they 

.•'P 

I a dhe re to the same lobbying restrictions 
they have to adhere to under the 
settlement agreement? 

I MR. SCHMIDT: Those are the questions 

and'you have the instruction. 

> I want the record to reflect, I assume 
it. would, it is almost 4:15. We started 

: tAe? deposition at 11:30 at the request of 

*- • 

plaintiff's counsel. As I said before, I 
do not begrudge it, particularly under the 
circumstances of a medical issue. 

He has repeated time and time again, 

I have one or two more questions in a couple 

of areas and it keeps getting extended and 
extended. I don't think these questions are 
in any way, shape or form designed to relate 
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STRAWSBURG 

to the issues, to the extent they would arrive 
at punitive damages. 

I will not make a speech for the 
record. We will resolve it if and when the 
|t,lme comes, I think this was intentionally 

IfSne to get counsel and the witness to miss 

r~ 

t-heir planes, I think that has been the effort 

.oSS 

pvfc’: the last several hours. 

1 made it clear we have been trying to 
ve as early as 2:30, but consistent with 
tins witness testifying and providing subject 
pcttser for the testimony, we were prepared 
^^continue. I don't think this has any 
re'Tck tionship to that. 

I think this completely misconstrues 
|g^pt the sale has been to Japan Tobacco. what 
Japan Tobacco does overseas with respect 

to what it purchased from R.J. Reynolds 
Tobacco Company or Reynolds/Nabisco has 
no relationship to this litigation, so 
we are leaving. 

MR. HUBICKI: Next question that is 

counsel is refusing to have the witness 
answer - - 
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MR. SCHMIDT: Counsel has instructed 

the witness not to answer. 

MR. HUBICKI: And you are leaving the 
deposition in violation of a Court Order. 


6 

MR . 

SCHMIDT: 

NO . 


7 

MR . 

HUBICKI: 

Yes , 

you are. 

8 

MR . 

SCHMIDT: 

You 

think a deposition is 

9 

the same thing as a 

Court 

Order? I suggest 

10 

: ; ypu - go back 

_ _ 








a. i 

MR . 

HUBICKI: 

Thi s 

is a court-ordered 


deposition. 

i MR. SCHMIDT: I suggest you go back and 

fe r / what a Court Order .is. We are not in 
vTolation of a Court Order. 

■ I volunteered and offered to call the 

^urt and get this and any other objection 
resolved. 

We are calling the deposition off, we 
are done. 

MR. HUBICKI: We placed a call to 

the Court. Unfortunately, the Court has not 
returned the call because I know they are out 
of the Court, but I have put a phone call into 
the Court and we were waiting for them to call 
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STRAWSBURG 


us back. 


f 10 


15 


r%B 


Next question that counsel is 
refusing to have the witness answer: Does 
R.J. Reynolds require any company for which 
hit manufactures cigarettes for sale overseas 
n °t suppress research relating to smoking 
health? 

. Does R.J. Reynolds require any company 


y^pr which it manufactures cigarettes for sale 
piAieeas to refrain from marketing to 

.<rXv 

d r e n ? 


§ Does R.J. Reynolds require any 

csSrnpany selling products that R.J. Reynolds 
'manufactures for sale overseas to have 

is.. 

i_n place a youth nonsmoking program? 

§ 

These are the questions that counsel 
has refused to let the witness answer in 
violation of the Court's Order. 

I shall make an application that 
this witness not be allowed to testify at 
all regarding any restrictions imposed by 
a master settlement agreement and, in fact, 
not be allowed to testify at all regarding 
the master settlement agreement until I am 
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STRAWSBURG 

permitted to ask these factual questions. 

MR. SCHMIDT: I want the record 

to reflect that this witness was here, 
actually we were here at 10:00 at the 

Request of counsel. There was more than 

|P 

! eno^gh opportunity to ask any questions 
iS^sixi^t the MSA and the R.J. Reynolds Tobacco 
rThany 1 s position and activities with 
r&s^ect to the MSA. 

The questions that have been objected 
to. 'as they have now been asked by plaintiffs 1 
bcuvnse 1, all relate to Japan Tobacco and 
^'^'seaB activities with which R.J. Reynolds 

S.‘WY«l.V<«vv. 

is f|o t involved and Reyno 1 ds / Nab i s co is 
hot involved. That is the basis for this 

I 

job Faction and the instructions to the 

>•••• ' j 

witness not to answer. 

That series of questions, of which 
I did not hear all of them, but probably 
heard most of them, our position stands on 
that. This witness was here to testify about 
R.J. Reynolds and its operations with respect 
to the master settlement agreement and not 
with respect to anybody else. 
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STRAWSBURG 

Let the record reflect it is now 4:19 
We started at 11:30 this morning. 

MR. HUBICKI: That is all right, a 

four-and-a-half-hour deposition, 
s MR. SCHMIDT: Closer to a five-hour 

deposition. 

(Whereupon, at 4:20 P.M., the 


Ej^unination of this Witness was concluded.) 


STEPHEN R. STRAWBURG 


Subs crumbed and sworn to before me 
this ^ “ __day of_, 2000. 


; " '"notary public" 

SSWMWDMOw,. 
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STRAWSBURG 


CERT IFICATE 


STATE OF NEW YORK 


COUNTY OF KINGS 


SS . : 


I, LORI PICKMAN, a Notary Public for 


and vfrMfin the State of New York, do hereby 


cert 


That the witness whose examination is 
reiui^fore set forth was duly sworn and that such 


exarniWi^ on is a true record of the test imony given 

by t7^,^itness. 

I I further certify that I am not related 
to aii v cxf the parties to this action by blood or by 


marri lp^ and that I am in no way interested in the 


outcome of this matter. 


IN WITNESS WHEREOF, I have hereunto set 


my hand this 10th day of MAY, 2000. 


LORI PICKMAN 
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TQ-jt Mr, H. J. Leee 


-V FK|s January Monthly Brand Performance Review 

*r < ;j 

Tirf* forwards the EALEM Monthly Performance Review for January 19&51 


Overview 


I 


j^amhar month and Koy^her quarter share data Indicated SALEM't anticipated 
Ofcovery from mid-pint pricing Activities did indeed occur, Novcirjjkr month 
and November quarter (8,05) share performance remained ebov4 plan 
eyel a, and exhibited''only slight negative variances versus year attic. Stable 
consumer share trend and positive long tern Nielsen trends support the 
; "rail stability‘of t^e brand's positiem in the marketplace, and Should 
It in stable year ihd share performance. 

! 

SALEM did exceed j<rr»v tjtd 1984 volume goals; however, payback from 1 'heavy 
f-year-end pricing activity i* evident in year-to-date volume performance 



versus plan; '—*■ 

Sffe; ‘M&. %$H 

aMwth amg^pift-3$^*ar 

through r «|85 1 

(■hqre. 1 


4X versus year ego). These deficlte ere expected to 
porate promotion activity commences during lithe .first 
will continue to implement its strategy of iltergetsd 

olds, while capitalizing upon lta franchie'4 base 

t«in brand stability end generate Increased livolvnae and 




Share Performatfrfe ^ 

'A. November Month SQM 


Total 8ALEM*F"hh>re performance for the month of November vdj) 


$ss« 




ifloent improvement versus the 6.14 chars 
ctober. This share level was +.16 share pi 
family, and reflected positive variances 
tlcularly strong share performance versusi 
he Lights 85 (+.04) and Lights 100 (+.05) !i 


demonstretl 
achieved du 
above plan 
brand style! 
was achieve 
styles. 

SALEM’s monthly share performance veraus year *8® also lstprqj 
<-1.90 in October to -.21 in November. While the Full Flavof; 
styles showed share declines of -.36 versus year ego, chare ij 
and gains wars noted for both tbs Fuller Flavor Low Tar (+.p|i 
Ultra Low Tar (+.06) brand styles, 

t 


8.15, 

evel 

nts 

or all 

lan 

rand 


LH 

to 

I 1 
1 ' 
to 


ed from 
brand 
cabllity 
) and 
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Actual 

2.17 

1.41 

T.J$ 

1.97 


1.62 


'Style 

I M " 

l ? 35 
I F 100 
Total FF 

I'FI/T 85 
JKLT 100 

* !'M, 

To-tal PFLT 

* Nt.T 85 

100 

$ Tcffal ULT 
Lntal SALEH 


?Vv 8- November Quarter BOM 

P : *s 




November 

Month SOM 



Plan 

Difference 

Actual 

TAG 

(Difference 

2.17 


2.17 

2.43 

-.26 

) .40 

3737 

.01 

.01 


1.51 

TTsT 

— a l 0 

1.93 

EsD 

1.97 

1.97 

. 

1.57 

1.62 

1.62 

*•«+ 

.35 

.02 

.37 

.29 

.08 


TIT 

Ttt 

3788 

TobI 

.19 


.19 

.19 


.39 

.01 

.40 

.34 

.06 

'.58 

TOT 

737 

715 

m 

7,99 

EH1 

8,15 

8.35 

! r-im 


1. 


ar Quarter 







NationaliNnve 

SAt^M’e November quarter share of 8.05 was else ebetfe plan 
petjTormatie*-.by +.06 «har» point*. Poaitive »b»-r* vtvl»a<i)» 
versus p$Ah 7*i|re contributed primarily by the ttot brand | cylee 
(+.07) avid iarticularly bight* 100 (+.04). The ULT etylai 
shoved only modest gains versus plan (+.01). Performance for 
the FP atyln^vae -.04 share points bojov plan, attributable 


in total^re* SAbEM King. 

Though slightly above the October quarter share level of lj.03, 
SALEM’* Rovemblr quarter there of 8.05 vas -.35 share points 
belov levels achieved during the some period last year, This 
decline In performance versus year ago is concentrated in the 
Full Flavor :hr»nd styles (-.30)* diatributed equally batyian 
SALEH King ind.! SALEM 100. SALEH Lights 85 end Light* 100 ■ 
were also LeloW year ago levels by -.07 and -.05 share pslnta 
respectively. Positive gains versus year ago in the +.0JI- ... 
+.03 range verc achieved for SALEM Slim Lights and the 

Light brand styles. j 

•i 
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i i 


in 

ro 

t- J 
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Style 


November Quarter SOM 
Actual Plan Pl7feten&* Actual 


j^'FF U>o 

Toe*l FF 

rrur 85 
t-rir ioo 
' ££L ! 

Total T7VT 

• yt.T 65 
1'L.T 100 
■n»v*i m.t 

101*1 SALEM 


2. Salop At# 


I -.15 
;i r-15 

> -Tao 


1.94 



um 


iber Quarter 


8 lgb performance between sales area# he* remained i f 

Itant*i$6tual eharo decline* versus year ago performance 
were not|4 io^ ell selee nreae oontlvUnt with evarell material ’ 

^ffor»a|ilP^%har« decline* were most sever* in the SoutiK Atlantic, 
Mld-ContjJnciU^ end Peoifte Mountain eeloo areas. Despite |declines 
versus SALEM'e strongest sales area with reppect to nhore 

performance continue* to be the South Atlantic (6.73 shnp(| pointe). 


Calee Are* 


Total 
"Actual 
i Index 


7,72 96 

1 121 

B.69 106 

^16 102 

5.93 74 


November Qua 
FAC 

SOM Index 


SOY SOM 


8.04 

10.15 

6.94 

6.63 

6.36 


Ft. OM bga 

-.25! 


Total O.S. 


EcH 


tl. YTD Volume Performance 


m 


Salem'* YTD volume through January 18, 1985 of 877MM unit* vajj -44.2X 
below plan, end -44,42 below year ago levels. Negative varia.ttfcee 
versus plan and versus year ego war* exhibited by all brand ajjyles^ except 
Ultra Lights 85 <+9.8* above plan, +16.7* above year ago). Arttual volume 
declines were most severe for SALEM 1 e two largest brand style#, King and 
65; hov«v*t, paroentap* declines for ell brand styles itexcept VLT 
85) versus plan and vgrsus year »go were in the -.40.OX to -,^9.9* yang*. 
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4ftyle 

If B5 

sjfpslOO 
YtVr 85 
Fj&T 100 

f&f 85 
UL* 100 

Ta**l SALEM 


Shipments for Year-to-0*te Ending 1/1B/85 j 

Actual’"^." Plan Actual v6"’,'| YAG 

Actual "hr ~t “vg rr. | 

224 -191 -46.0 -199 L47.0 

150 -126 -45.6 -129 1-46.0 

184 -183 -49.9 -175 i~4g.7 

167 -148 -46.9 -138 M5.2 

AS- -54 -34.8 -30 >40.0 

56 5 9.8 8 1 16.7 

51 -27 -34.6 -38 f-4 2.7 

ciatXii -694 cssm -701 c fcsS) 


1. SALEM** r!rocg November month (8.15) and November quarter 88.05) 
chare perluttjifect Indicated th» Brand did recover as anticipated 
from the ^-w-roaeed chare level* experienced during the Oetjdber 
month (6A4} that had been caused by payback from the thi*8 
*$$$pter Account Incentive Program. Previouely repeated 

^piUend ^yoluwt data (i«t below) indicated this recovery - 
continued; tvaough Pecewber, and should result In stable ahtire 
# pS&fbrmahct 1984 for the total family. 


Shipment* YTP Ending 12/31/84 
Actual Actual vsT Plan 


f>M Unite) ! 
Actual VB:j 


Total SALIH 

1984 Objittiiy* 


48,461.0 

47,710.9 


+1.53 


2. The Novqgbe&^uarter chare difference vereue year ago of t >b 5 la . 
attributisffiFin part to an inflated November 1983 share dpi to 
hieh levels M corporate promotion activity executed at tiwt , 
tine, Jn 1983, 61.00 off carton stickers vere placed natwmally 
on SALPM:||»:|3|y|ig, 100, Lights 85 and Light* 100 brand stylty, 
with a tride retail placement allowance of 6.20 per cartot^l 
Beet estimate* are that from 950MM to 1,400MH promoted unite . ■]': 
were generated by these programs. While a corporate prottHtlon 
offering a 6? carton coupon on any SALEM style was alao ! j 
implemented in November 19B4, only 400MH units of promote® 
volume were generated at that time. 
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c 


•ss> 


Year-to-date (through 1/18) volume deficit* versus plan and ireraus 
year ago reflect payback resulting from corporate pricing activity 
at the and of 1984. It la estimated that 2,5 billion unltetjf 
extra volume In the pipeline va* built up for the SALEM FatttLy ’ 
compared to 2,2 billion unite in 1982. Inventory build up occurred 
in both November and Oecembsr aa price increase anticipating! and 
favorable prlca inoraac* terms lead to higher wholesale Invghtory 
levels, ; 

i 


Estimated Sitra Volume 

in Pipeline as of 12/31/84 

i 

Unite (billions) 

T5aZ ^ mt 

FF 

1.1 l.l 

FPLT 

1,1 l.D 

ULT 

.3 .1 

Total: SA&tK 

2.3 2.2 


) 

This axtrai v^iJbw, ie expected to pull through retail to th#•! 
eoncTsr ac hrend and Corporate promotional activities begin 
to occur in teas. 


oil #tability at ths con«u»«r level continues <A be i 
fUu«aumer Share Trend data. Though a slight dagreaae- 
ttftpd occurred in November for the ULT styles, *? 


|Jw l * ov 
ported ] 
in consume 
stability 1 
-PPLT styles 

fihown a st|fi<^^ppward trend for ths family since May 1964 

}fhnv«whVN5 


Stod for the FF styles and alight growth foRi 


,the family as ft whole. Consumer Shera TreWB has 


£12-1$ 

~ sr- 

IVOH 

June 

uontiun 

BW OMl 

Auk. 

:© ucnu 

Sept. 

Oct. 

FF 

3,*1 

3.60 

3.60 

3.58 

3.58 

3.57 

TPLT 

3.84 

3.85 

3.86 

3.87 

3.88 

3.89 

VLT 

^ .59 

.80 

.62 

.62 

.63 

.63 

Total 

6 2 

8.03 

8.03 

8.03 

8.04 

8.05 


tha 


i 


si 57 
"[.91 
.59 
*Q£_ 


5. While Nielcen share levels have fluctuated by outlet typ* trough- 
out the year, relative stability, or alight share increase! 
occurred October to November in sll outlet types excapt ootvsnlenne 
chains and drug Outlets. Longer term trends (since May ISM 4) alao 
suggest stability or upward trsnds (supermarket chains, convenience 

stores) for all major outlet types. Only email food and 4img atora 
share levels have declined from levels achieved in May. 


cn 

ho 

t * 
J * 
<£> 

<S> 

-J 

<S> 

<S> 


http://legacy.library.ucsf.ed iStkWHi|O7tittj^0(sWww.industrydocuments.ucsf.edu/docs/gjgl0001 


50524 04<57 





Mr. B* Jt Lees 

Vnge Six 

Jatmtiry SB. 1685 


19BA Mieleen Audit Lata 



SALEM 

« a J- 

June 


Tu£7~“ 

Sept. 

"oct. 7 

Soy. 

m 

•"S 

tfetel Food 

7.71 

7.62 

7.77 

7.81 

7.80 

7.74 i 
7.71 ' 

7.72 

3 

Supermarket 

7.46 

7.59 

7.82 

7.92 

7.83 

7.82 


Chains 






* 



independent 

Supormarketa 

7.B4 

7.81 

6.04 

6.13 

7.91 

7,71 

! 

7.82 

. 

C^avanlence 

Chains . 1 

f-rroll food | 

6.74 

6.87 

7.01 

7.04 

7.26 

7.28 ‘j 

6.93 

P 

8.26 

e.oo 

7.99 

7.67 

8.00 

8.03 ! 

7.96 


Vo ttil Dru* 

KM 

87T3 

M/J 

BTCl 

J/K 

6.22 

S/0 

8.00 


; 



Out.latn 


i t 
; t 


6, Promotional vr^ ra *>B vhieh Impacted SALEM'a share performance for 
the Nnvamtio: c; garter were as follows! 1 j 


Brands- 

■“* ,mm s 

* %a 

til 

c. 


?£5SS»: 


| Wark«t PSI » Executed on October 14. 15.4HH 
fcarton coupon* plue unannounced ti,00/carton * 
e generated 240MM units In key market*. -i 

■A < • 

a St'Qclal Markets Holering Pop-Up - Self d*struct $)vpO/ 

3 paoka or fT.SO/cartoh "coupons were delivered in the 
Cttonal issue& of Ebon y t Essenc e, and Jet t volume • ■ ■ 

bbL in&ted at Sl.Sjffi^pxoiaoVei unlta. 

* 4pf c dg^ Market a Cassatts Ten* Progren - Era* eessatjte 
tepa'M. packa plus ♦ 3 .OcT carton coupon retail display 
in high opportunity Black Markets} volume estimated 

promoted units. • 

liPconauaet Insert - Wevepapar coupons offering!! 

ack'and tl.90/carton were dropped on KovemWr | ' 
uni eatl-mated St 12.6MM promoted units. 1 _ ! j 

Corporate - ■ i 

» Coupon Intercept Program — Conducted October through 1 ■ 
Mid^-Peocmbitr l an estimated 259HH unite of promoted'! 
volume was generated from 1,600M $2.50 carton coupons j 
plue 960M bouneabeck $1 carton coupons (booklet). • 
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• Direct Mail Couponing - Conducted on October, 15. 

1.S60M $1 certon coupon booklets were mailed to ' 
conoutnevei promoted volume eotlmated at 155MM 1 

units. I 

I 

• PS* “ 29MM $2 carton coupons were delivered via 

FBI( promoted volume estimated at A 06 HM unite. [ 

CompotltiVO teiorketinf, activity which ooritinued to Impact GiiLiKM 


during th« 


- $.50/2 |4;f. 
coupon (10 


Sjnber quarter were a a foil ova« 


Kool _ 

f^ote coupon 


1 ctn. store 


_ Newport jl _ 

— $10 multi-brand eoujeon i ; 

offer (9/84) "| ; j 

- "Newport Wheals* 1 sWfep- 

atakae (6/10/84) I j 


- $2/cart|p®tore coupon (11/64) 


ie Up ; tp Kool Sweepstakes 
7 ® 4 > 


** "Newport Saila" sweepstakes 
00/84) 

- Sport cap, visor 

offer (10/84) i 

- $2.25 mall-in storalcoupon 

00/84) I 


stakes 


- Continue new 
i nt r o d u i-j e4 


rv. Action Plan* 


key 1985 { irp^„jujarter programs which will contribute to conaumer pull 
of the «)ctra : pipeline volume are as follows. 

fe i 

1. Promotions J 

!” .. . s t 

• 8101? (All r ales areas except PMSA) - In market 2/1 /85( ijolutte 

catlmat^ #|- , 276KH promoted units. j 

• Slfilf (PMSA) - In market 3/1/85; volume estimated at 29K# 

promoted units. J > i 

a Instant Redeemable Coupon Te*t (2 markets) - In market 3^1/85; I 
$.75 coupon redeemable instantly off 2 pocka; volume estimated 
at 4.3MM promoted units. j ; j 

* * l i 

• £$£ ” Secondary display (all sales areas except PMSA). ; 
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J 


2. Advertising 

Heevy media support in the first quarter vie ODH will anoutii 
dominant in-tnarket presence for SALEM in all eales areas estiiept , 
the PMSA. The brand will also maintain a continuous OOH ekjjwing 
in Sacramento, St. Louie and Washington P.C., SALEM'* key 'fcfeinoa* 
Building markets. 

S. Special Mstli 

= ,! 

SALEM'a targeted growth opportunity in the Black market wilt 
continue fffi be Supported by strong OOH presence throughout ; j 
19B5 and ierftfted promotlone as foil©w»» 

^ ^ 

• OOH — Qaurijwjoiia uiiage throughout th» year. 

f 

a black »fcsrlv»t Street 6hg »ta - In market I/85j 
vofuuV eetlnjatsd at 7.5MM promoted unite. 


Em^ak'Couponing - In market 2/B5; volume 
ti iNM promoted unite. 



Efforts Will continue in the first quarter to eehlava/maintain 
coopetitifpiiiitl franchlae superiority for all SALEM brand ■: 
stylec, Th^Brand’o revised action standard* have been approved* 
and will.ftagiuled throughout 198S to provide clear develop^!nt 
dir ectiorFfur-Achievement of this goal. Key product development i 
efforts currently underway are aa foliowat 


Style 

SALEM King 


Status 


-g.Lf pi. 


SALEM Light 100 
iff-EH Slim Lt*. 


a ^na prototype using radueed peek 
menthol to lnereeaa strength 
.delivery porcaptione currently 
in cast (NTO) 

• Additional prototypes in development 

• Phase II remake complete for 
improved prototype 

• Five prototypes in development 
on internal SED panels 


keoult# 2/25 


NFO 

Phase 

HPO 


i- 


TBD 

m 

6/85 


LTi 

K> 

i * 
i J 

u> 

<X> 

O 

to 


f 

i 

i 

i 
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Overall brand stability In consumer measures is anticipate^] 
be sustained in the coming months, underlying expected rep 
in MSA volume/share performance as the Brand moves through' 
first quarter. 
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